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ADMINISTRATION OF RONALD REAGAN 


Week Ending Friday, February 20, 1981 


Budget Rescissions and Deferrals 


Message to the Congress. February 13, 1981 


To the Congress of the United States: 

I hereby withdraw the 33 rescission 
proposals transmitted to the Congress by 
the Carter Administration on January 15, 
1981 totalling $1,142.4 million and tem- 
porarily convert them to deferrals. A list 
of the withdrawn rescission proposals is 
attached. 

The conversion to temporary deferrals 
will provide my Administration with the 
opportunity to review and revise these 
proposals within the context of my overall 
plan to curtail the growth of government 
and reduce Federal spending. 

In addition, I am reporting four other 
new deferrals totalling $8.0 million and a 
revision to a previously transmitted defer- 
ral increasing the amount deferred by 
$51.1 million. These four new items in- 
volve programs in the Departments of the 
Interior and Transportation and the In- 
ternational Communication Agency. The 
revision to the existing deferral involves 
the Department of the Treasury. 

The details of the deferrals are con- 
tained in the attached reports. 

RonaALD REAGAN 
The White House, 

February 13, 1981. 

NOTE: The attachments detailing the deferrals 


are printed in the Feperat RecisTer of Feb- 
ruary 19, 1981. 


The text of the message was released on 
February 14. 


Foreign Service Retirement and 
Disability System 
Executive Order 12289. February 14, 1981 


By the authority vested in me as Presi- 
dent of the United States of America by 
Section 827 of the Foreign Service Act of 
1980 (22 U.S.C. 4067), and in order to 
conform further the Foreign Service Re- 
tirement and Disability System to the Civil 
Service Retirement and Disability System, 
it is hereby ordered as follows: 

SecTION 1. (a) Section 826(c) of the 
Foreign Service Act of 1980 (22 U.S.C. 
1066(c)) is deemed to be amended by 
striking out the first sentence of paragraph 
(1) thereof, and inserting in lieu thereof 
the following sentence: 

“(1) The first increase (if any) made 
under this section to an annuity which is 
payable from the Fund to a participant or 
to the surviving spouse of a deceased par- 
ticipant who dies in service shall be equal 
to the product (adjusted to the nearest 
1/10 of 1 percent) of— 

“*(a) 


1/6 of the applicable percent 
change determined under Subsection (b) 
of this Section, multiplied by 

“(b) the number of full months for 
which the annuity was payable from the 
Fund before the effective date of the in- 
crease (counting any portion of a month 
as a full month).”. 

Sec. 2. Section 808(a) of the Foreign 
Service Act of 1980 (22 U.S.C. 4048(a) ) 
is deemed to be amended by adding at the 
end thereof the following: 
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“However, if a participant retiring 
under this section is receiving retired pay 
or retainer pay for military service (except 
that specified in Section 8332(c)(1) or 
(2) of title 5 of the United States Code) 
or Veterans’ Administration pension or 
compensation in lieu of such retired or 
retainer pay, the annuity of that partici- 
pant shall be computed under this chapter 
excluding extra credit authorized by this 
subsection and excluding credit for mili- 
tary service from that computation. If the 
amount of the annuity so computed, plus 
the retired or retainer pay which is re- 
ceived, or which would be received but 
for the application of the limitation in 
Section 5532 of title 5 of the United States 
Code, or the Veterans’ Administration 
pension or compensation in lieu of such 
retired pay or retainer pay, is less than 
the annuity that would be payable under 
this chapter in the absence of the previous 
sentence, an amount equal to the differ- 
ence shall be added to the annuity com- 
puted under this chapter.”. 

Sec. 3. The amendments to be deemed 
made by this Order shall take effect as of 
February 15, 1981. 

RONALD REAGAN 
The White House, 

February 14, 1981. 

[Filed with the Office of the Federal Register, 
10:50 a.m., February 17, 1981 

The text of the Executive order was 
released on February 17. 


NOTE: 


Department of Defense 
Nomination of William Howard Taft IV To 


Be General Counsel. February 17, 1981 
The President announced today his in- 


tention to nominate William Howard 


Administration of Ronald Reagan, 1981 


Taft IV to be General Counsel, Depart- 
ment of Defense. Mr. Taft is an attorney 
with the firm of Leva, Hawes, Symington, 
Martin and Oppenheimer of Washing- 
ton, D.C. 

Prior to January 1977, Mr. Taft worked 
for 7 years with the Federal Trade Com- 
mission, the Office of Management and 
Budget, and the Department of Health, 
Education, and Welfare. 

In April 1976, Mr. Taft was appointed 
by the President to serve as General Coun- 
sel of the Department of Health, Educa- 
tion, and Welfare. As such, he was the 
chief lawyer for the Department and the 
principal administrator of the Office of 
General Counsel, which consisted of ap- 
proximately 350 lawyers in Washington 
and 10 regional offices. 

Prior to his appointment to General 
Counsel, Mr. Taft served 3 years as the 
Executive Assistant to the Secretary of 
HEW. From 1970 to 1973, he was the 
principal assistant to Casper W. Wein- 
berger, who was Deputy Director, then 
Director, of the Office of Management 
and Budget in the Executive Office of the 
President. Mr. Taft assisted him in the 
management of the budgetary process, 
policy review, and program oversight for 
the entire Federal Government. 

Mr. Taft served briefly as attorney ad- 
viser to the Chairman of the Federal 
Trade Commission in 1970. 

A native of Washington, D.C., Mr. Taft 
earned his Ph. D. in English from Yale 
College in 1966 and his J.D. from Har- 
vard Law School in 1969. 

He is married and has three children. 
Mr. Taft resides in Lorton, Va., with his 
family. He was born in Washington, D.C., 
on September 13, 1945. 
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Department of the Interior 


Nomination of G. Ray Arnett To Be Assistant 
Secretary for Fish and Wildlife. 
February 17, 1981 


The President announced today his in- 
tention to nominate G. Ray Arnett to be 
Assistant Secretary of the Interior for Fish 
and Wildlife. 

Mr. Arnett is an avid sportsman and 
outdoorsman who has devoted much of 
his life to the conservation, preservation, 
and enhancement of wildlife. He was ap- 
pointed by Gov. Ronald Reagan to head 
the California Department of Fish & 
Game, where he served for 7 years. 

Mr. Arnett was director of the National 
Wildlife Federation for 17 years, and two 
terms as president, retiring from that posi- 
tion in 1978. He has been affiliated with 
many State and national conservation or- 
ganizations. He was one of the founders 
and currently serves as chairman of the 
board of the Wildlife Legislative Fund of 
America and its companion organization, 
the Wildlife 
America. 


Conservation Fund of 

Mr. Arnett attended the University of 
California at Los Angeles and the Uni- 
versity of Southern California, where he 
attended undergraduate and graduate 
school. 

In 1942-46 Mr. Arnett served in the 
U.S. Marine Corps, South Central Pacific 
Theatre. He was recalled to active duty 
during the Korean conflict in 1950-52. He 
was honorably discharged with the rank 
of captain. 

Mr. Arnett 
children. He resides with his family in 
Stockton, Calif. He was born in Quantico, 
Va., on June 14, 1924. 


is married and has four 


Emergency Building 
Temperature Restrictions 
Proclamation 4820. February 17, 1981 


RESCISSION OF EMERGENCY BUILDING 
TEMPERATURE RESTRICTIONS 


By the President of the United States 
of America 


A Proclamation 


Emergency Building Temperature Re- 
strictions were first implemented on 
July 16, 1979, by Proclamation No. 4667. 
They were twice extended, first by Proc- 
lamation No. 4750 and second by Proc- 
lamation No. 4813. Those restrictions set 
forth in Energy Conservation Contingency 
Plan No. 2 (44 FR 12911, March 8, 1979) 
are effective until October 16, 1981, unless 
earlier rescinded. 

Although restrictions on building tem- 
peratures may result in reduced consump- 
tion of fuel, I have concluded that the reg- 
ulatory scheme designed to accomplish 
that objective imposes an excessive regula- 
tory burden and that voluntary restraint 
and market incentives will achieve sub- 
stantially the same benefit without the 
regulatory cost. 

Now, THEREFORE, I, RONALD REAGAN, 
President of the United States of America, 
by the authority vested in me by the Con- 
stitution and laws of the United States, 
including Section 201(a) of the Energy 
Policy and Conservation Act (42 U.S.C. 
6261(a)), do hereby proclaim that: 

Section 1. The Energy Building Tem- 
perature Restrictions as provided for in 
Energy Conservation Contingency Plan 
No. 2 (44 FR 12911, March 8, 1979) 
are no longer required. Therefore, the 
effectiveness of that Plan as provided for 
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in Proclamation No. 
rescinded. 

Sec. 2. Proclamation No. 4813 is re- 
voked. 

Sec. 3. The Secretary of Energy shall 
take such action as may be necessary to 
ensure the implementation of this 
Proclamation. . 

In Witness WuereEor, I have here- 
unto set my hand this seventeenth day of 
February, in the year of our Lord nine- 
teen hundred and eighty-one, and of the 
Independence of the United States of 
America the two hundred and fifth. 


4813 is hereby 


RONALD REAGAN 


[Filed with the Office of the Federal Register, 
3:17 p.m., February 17, 1981] 


Federal Exports and 
Excessive Regulation 
Executive Order 12290. February 17, 1981 


By the authority vested in me as Presi- 
dent by the Constitution of the United 
States of America, and in order to ensure 
that the Export Administration Act of 
1979 is implemented with the minimum 
regulatory burden, Executive Order No. 
12264 of January 15, 1981, entitled “On 
Federal Policy Regarding the Export of 
Banned or Significantly Restricted Sub- 
stances,” is hereby revoked. 

RoNALD REAGAN 
The White House, 

February 17, 1981. 

Filed with the Office of the Federal Register, 
3:18 p.m., February 17, 1981] 


Federal Regulation 
Executive Order 12291. 


February 17, 1981 


By the authority vested in me as Presi- 
dent by the Constitution and laws of the 


124 
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United States of America, and in order 
to reduce the burdens of existing and 
future regulations, increase agency ac- 
countability for regulatory actions, provide 
for presidential oversight of the regulatory 
process, minimize duplication and conflict 
of regulations, and insure well-reasoned 
regulations, it is hereby ordered as follows: 


Section 1. Definitions. For the pur- 
poses of this Order: 

(a) “Regulation” or “rule” means an 
agency statement of general applicability 
and future effect designed to implement, 
interpret, or prescribe law or policy or 
describing the procedure or practice re- 
quirements of an agency, but does not 
include: 

(1) Administrative actions governed by 
the provisions of Sections 556 and 557 of 
Title 5 of the United States Code; 

(2) Regulations issued with respect to 
a military or foreign affairs function of 
the United States; or 

(3) Regulations related to agency or- 
ganization, management, or - personnel. 

(b) “Major rule” means any regulation 
that is likely to result in: 

(1) An annual effect on the economy 
of $100 million or more; 

(2) A major increase in costs or prices 
for consumers, individual industries, Fed- 
eral, State, or local government agencies, 
or geographic regions; or 

(3) Significant adverse effects on com- 
petition, employment, investment, pro- 
ductivity, innovation, or on the ability of 
United States-based enterprises to com- 
pete with foreign-based enterprises in 
domestic or export markets. 

(c) “Director” means the Director of 
the Office of Management and Budget. 

(d) “Agency” means any authority of 
the United States that is an “agency” 
under 44 U.S.C. 3502(1), excluding those 
agencies specified in 44 U.S.C. 3502(10). 

(e) “Task Force” means the Presiden- 
tial Task Force on Regulatory Relief. 
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Sec. 2. General Requirements. In pro- 
mulgating new regulations, reviewing 
existing regulations, and developing legis- 
lative proposals concerning regulation, all 
agencies, to the extent permitted by law, 
shall adhere to the following 
ments: 

(a) Administrative decisions shall be 
based on adequate information concern- 
ing the need for and consequences of 
proposed government action; 

(b) Regulatory action shall not be 
undertaken unless the potential benefits 
to society from the regulation outweigh 
the potential costs to society; 

(c) Regulatory objectives shall be 
chosen to maximize the net benefits to 
society ; 


require- 


(d) Among alternative approaches to 
any given regulatory objective, the alter- 
native involving the least net 
society shall be chosen; and 


cost to 


(e) Agencies shall set regulatory prior- 
ities with the aim of maximizing the 
aggregate net benefits to society, taking 
into account the condition of the partic- 
ular industries affected by regulations, the 
condition of the national economy, and 
other regulatory actions contemplated for 
the future. 


Sec. 3. Regulatory Impact Analysis and 
Review. 


(a) In order to implement Section 2 of 
this Order, each agency shall, in connec- 
tion with every major rule, prepare, and 
to the extent permitted by law consider, 
a Regulatory Impact Analysis. Such 
Analyses may be combined with any 
Regulatory Flexibility Analyses performed 
under 5 U.S.C. 603 and 604. 

(b) Each agency shall initially deter- 
mine whether a rule it intends to propose 
or to issue is a major rule, provided that, 
the Director, subject to the direction of 
the Task Force, shall have authority, in 
accordance with Sections 1(b) and 2 of 
this Order, to prescribe criteria for making 
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such determinations, to order a rule to be 
treated as a major rule, and to require any 
set of related rules to be considered to- 
gether as a major rule. 

(c) Except as provided in Section 8 of 
this Order, agencies shall prepare Regu- 
latory Impact Analyses of major rules and 
transmit them, along with all notices of 
proposed rulemaking and all final rules, 
to the Director as follows: 

(1) Ifno notice of proposed rulemaking 
is to be published for a proposed major 
rule that is not an emergency rule, the 
agency shall prepare only a final Regula- 
tory Impact Analysis, which shall be trans- 
mitted, along with the proposed rule, to 
the Director at least 60 days prior to the 
publication of the major rule as a final 
rule; 

2) With respect to all other major 
rules, the agency shall prepare a pre- 
liminary Regulatory Impact Analysis, 
which shall be transmitted, along with a 
notice of proposed rulemaking, to the 
Director at least 60 days prior to the pub- 
lication of a notice of proposed rulemak- 
ing, and a final Regulatory Impact Anal- 
ysis, which shall be transmitted along with 
the final rule at least 30 days prior to the 
publication of the major rule as a final 
rule; 

3) For all rules other than major rules, 
agencies shall submit to the Director, at 
least 10 days prior to publication, every 
notice of proposed rulemaking and final 
rule. 

d) To permit each proposed major 
rule to be analyzed in light of the require- 
ments stated in Section 2 of this Order, 
each preliminary and final Regulatory Im- 
pact Analysis shall contain the following 
information: 

1) A description of the potential ben- 
efits of the rule, including any beneficial 
effects that cannot be quantified in mone- 
tary terms, and the identification of those 
likely to receive the benefits; 
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(2) A description of the potential costs 
of the rule, including any adverse effects 
that cannot be quantified in monetary 
terms, and the identification of those likely 
to bear the costs; 

(3) A determination of the potential 
net benefits of the rule, including an eval- 
uation of effects that cannot be quantified 
in monetary terms; 

(4) A description of alternative ap- 
proaches that could substantially achieve 
the same regulatory goal at lower cost, 
together with an analysis of this potential 
benefit and costs and a brief explanation 
of the legal reasons why such alternatives, 
if proposed, could not be adopted; and 

(5) Unless covered by the description 
required under paragraph (4) of this sub- 
section, an explanation of any legal rea- 
sons why the rule cannot be based on the 
requirements set forth in Section 2 of this 
Order. 

(e)(1) The Director, subject to the 
direction of the Task Force, which shall 
resolve any issues raised under this Order 
or ensure that they are presented to the 
President, is authorized to review any 
preliminary or final Regulatory Impact 


Analysis, notice of proposed rulemaking, 
or final rule based on the requirements of 
this Order. 

(2) The Director shall be deemed to 
have concluded review unless the Director 
advises an agency to the contrary under 
subsection (f) of this Section: 


(A) Within 60 days of a “submission 
under subsection (c) (1) or a submission 
of a preliminary Regulatory Impact Anal- 
ysis or notice of proposed rulemaking un- 
der subsection (c) (2) ; 

B) Within 30 days of the submission 
of a final Regulatory Impact Analysis and 
a final rule under subsection (c) (2) ; and 

(C) Within 10 days of the submission 
of a notice of proposed rulemaking or final 
rule under subsection (c) (3). 
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(f) (1) Upon the request of the Direc- 
tor, an agency shall consult with the Di- 
rector concerning the review of a prelimi- 
nary Regulatory Impact Analysis or no- 
tice of proposed rulemaking under this 
Order, and shall, subject to Section 8(a) 
(2) of this Order, refrain from publishing 
its preliminary Regulatory Impact Anal- 
ysis or notice of proposed rulemaking until 
such review is concluded. 

(2) Upon receiving notice that the Di- 
rector intends to submit views with re- 
spect to any final Regulatory Impact 
Analysis or final rule, the agency shall, 
subject to Section 8(a) (2) of this Order, 
refrain from publishing its final Regula- 
tory Impact Analysis or final rule until 
the agency has responded to the Director's 
views, and incorporated those views and 
the agency’s response in the rulemaking 
file. 

3) Nothing in this subsection shall be 
construed as displacing the agencies’ re- 
sponsibilities delegated by law. 

g) For every rule for which an agency 
publishes a notice of proposed rulemak- 
ing, the agency shall include in its notice: 


(1) A brief statement setting forth the 
agency’s initial determination whether 
the proposed rule is a major rule, together 
with the reasons underlying that determi- 
nation; and 

(2) For each proposed major rule, a 
brief summary of the agency’s preliminary 
Regulatory Impact Analysis. 

(h) Agencies shall make their prelimi- 
nary and final Regulatory Impact Anal- 
yses available to the public. 

i) Agencies shall initiate reviews of 
currently effective rules in accordance 
with the purposes of this Order, and per- 
form Regulatory Impact Analyses of cur- 
rently effective major rules. The Director, 
subject to the direction of the Task Force, 
may designate currently effective rules for 
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review in accordance with this Order, and 
establish schedules for reviews and Anal- 
yses under this Order. 


Sec. 4. Regulatory Review. Before ap- 
proving any final major rule, each agency 
shall: 

(a) Make a determination that the reg- 
ulation is clearly within the authority dele- 
gated by law and consistent with congres- 
sional intent, and include in the FEDERAL 
REGISTER at the time of promulgation a 
memorandum of law supporting that 
determination. 

(b) Make a determination that the fac- 
tual conclusions upon which the rule is 
based have substantial support in the 
agency record, viewed as a whole, with 
full attention to public comments in gen- 
eral and the comments of persons directly 
affected by the rule in particular. 

Sec. 5. Regulatory Agendas. 

(a) Each agency shall publish, in Octo- 
ber and April of each year, an agenda of 
proposed regulations that the agency has 
issued or expects to issue, and currently 


effective rules that are under agency re- 
view pursuant to this Order. These agen- 
das may be incorporated with the agendas 
published under 5 U.S.C. 602, and must 
contain at the minimum: 


(1) A summary of the nature of each 
major rule being considered, the objec- 
tives and legal basis for the issuance of the 
rule, and an approximate schedule for 
completing action on any major rule for 
which the agency has issued a notice of 
proposed rulemaking; 

(2) The name and telephone number 
of a knowledgeable agency official for 
each item on the agenda; and 

(3) A list of existing regulations to be 
reviewed under the terms of this Order, 
and a brief discussion of each such regula- 
tion. 

(b) The Director, subject to the direc- 
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tion of the Task Force, may, to the extent 
permitted by law: 
(1) Require agencies to provide addi- 
tional information in an agenda; and 
(2) Require publication of the agenda 
in any form. 


Sec. 6. The Task Force and Office of 
Management and Budget. 

(a) To the extent permitted by law, the 
Director shall have authority, subject to 
the direction of the Task Force, to: 

(1) Designate any proposed or existing 
rule as a major rule in accordance with 
Section 1(b) of this Order; 

(2) Prepare and promulgate uniform 
standards for the identification of major 
rules and the development of Regulatory 
Impact Analyses; 

(3) Require an agency to obtain and 
evaluate, in connection with a regulation, 
any additional relevant data from any 
appropriate source; 

(4) Waive the requirements of Sections 
3, 4, or 7 of this Order with respect to 
any proposed or existing major rule; 

(5) Identify duplicative, overlapping 
and conflicting rules, existing or proposed, 
and existing or proposed rules that are 
inconsistent with the policies underlying 
statutes governing agencies other than the 
issuing agency or with the purposes of this 
Order, and, in each such case, require 
appropriate interagency consultation to 
minimize or eliminate such duplication, 
overlap, or conflict; 

(6) Develop procedures for estimating 
the annual benefits and costs of agency 
regulations, on both an aggregate and 
economic or industrial sector basis, for 
purposes of compiling a regulatory budget; 

(7) In consultation with interested 
agencies, prepare for consideration by the 
President recommendations for changes in 
the agencies’ statutes; and 

(8) Monitor agency compliance with 
the requirements of this Order and advise 





Feb. 17 


the President with respect to such com- 
pliance. 

(b) The Director, subject to the direc- 
tion of the Task Force, is authorized to 
establish procedures for the performance 
of all functions vested in the Director by 
this Order. The Director shall take appro- 
priate steps to coordinate the implementa- 
tion of the analysis, transmittal, review, 
and clearance provisions of this Order 
with the authorities and requirements 
provided for or imposed upon the Director 
and agencies under the Regulatory Flexi- 
bility Act, 5 U.S.C. 601 et seq., and the 
Paperwork Reduction Plan Act of 1980, 
+4 U.S.C. 3501 et seq. 

Sec. 7. Pending Regulations. 

a) To the extent necessary to permit 
reconsideration in accordance with this 
Order, agencies shall, except as provided 
in Section 8 of this Order, suspend or 
postpone the effective dates of all major 
rules that they have promulgated in final 
form as of the date of this Order, but that 
have not yet become effective, excluding: 

1) Major rules that cannot legally be 
postponed or suspended ; 

Major rules that, for good cause, 
to become effective as final rules 


2 
ought 


without reconsideration. Agencies shall 


prepare, in accordance with Section 3 of 
this Order, a final Regulatory Impact 
Analysis for each major rule that they sus- 
pend or postpone. 

b) Agencies shall report to the Direc- 
tor no later than 15 days prior to the effec- 
tive date of any rule that the agency has 
promulgated in final form as of the date 
of this Order, and that has not yet become 
effective, and that will not be reconsidered 
under subsection (a) of this Section: 

1) That the rule is excepted from re- 
consideration under subsection (a), in- 


cluding a brief statement of the legal or 
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other reasons for that determination; or 

(2) That the rule is not a major rule. 

(c) The Director, subject to the direc- 
tion of the Task Force, is authorized, to 
the extent permitted by law, to: 

(1) Require reconsideration, in accord- 
ance with this Order, of any major rule 
that an agency has issued in final form as 
of the date of this Order and that has not 
become effective ; and 

(2) Designate a rule that an agency has 
issued in final form as of the date of this 
Order and that has not yet become effec- 
tive as a major rule in accordance with 
Section 1(b) of this Order. 

(d) Agencies may, in accordance with 
the Administrative Procedure Act and 
other applicable statutes, permit major 
rules that they have issued in final form as 
of the date of this Order, and that have 
not yet become effective, to take effect as 
interim rules while they are being recon- 
sidered in accordance with this Order, 
provided that, agencies shall report to the 
Director, no later than 15 days before any 
such rule is proposed to take effect as an 
interim rule, that the rule should appro- 
priately take effect as an interim rule 
while the rule is under reconsideration. 

e) Except as provided in Section 8 of 
this Order, agencies shall, to the extent 
permitted by law, refrain from promul- 
gating as a final rule any proposed major 
rule that has been published or issued as 
of the date of this Order until a final Reg- 
ulatory Impact Analysis, in accordance 
with Section 3 of this Order, has been pre- 
pared for the proposed major rule. 

f) Agencies shall report to the Direc- 
tor, no later than 30 days prior to promul- 
gating as a final rule any proposed rule 
that the agency has published or issued as 
of the date of this Order and that has not 
been considered under the terms of this 
Order: 
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(1) That the rule cannot legally be 
considered in accordance with this Order, 
together with a brief explanation of the 
legal reasons barring such consideration ; 
or 

(2) That the rule is not a major rule, 
in which case the agency shall submit to 
the Director a copy of the proposed rule. 

(g) The Director, subject to the direc- 
tion of the Task Force, is authorized, to 
the extent permitted by law, to: 

(1) Require consideration, in accord- 
ance with this Order, of any proposed ma- 
jor rule that the agency has published or 
issued as of the date of this Order; and 

(2) Designate a proposed rule that an 
agency has published or issued as of the 
date of this Order, as a major rule in ac- 
cordance with Section 1(b) of this Order. 

(h) The Director shall be deemed to 
have determined that an agency’s report 
to the Director under subsections (b), 
(d), or (f) of this Section is consistent 
with the purposes of this Order, unless the 
Director advises the agency to the con- 
trary: 

(1) Within 15 days of its report, in the 
case of any report under subsections (b) 
or (d); or 

(2) Within 30 days of its report, in the 
case of any report under subsection (f). 

(i) This Section does not supersede the 
President’s Memorandum of January 29, 
1981, entitled “Postponement of Pending 
Regulations”, which shall remain in effect 
until March 30, 1981. 

(j) In complying with this Section, 
agencies shall comply with all applicable 
provisions of the Administrative Proce- 
dure Act, and with any other procedural 
requirements made applicable to the agen- 
cies by other statutes. 


Sec. 8. Exemptions. 
(a) The procedures prescribed by this 
Order shall not apply to: 
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(1) Any regulation that responds to an 
emergency situation, provided that, any 
such regulation shall be reported to the 
Director as soon as is practicable, the 
agency shall publish in the FepEraL Rec- 
ISTER a statement of the reasons why it is 
impracticable for the agency to follow the 
procedures of this Order with respect to 
such a rule, and the agency shall prepare 
and transmit as soon as is practicable a 
Regulatory Impact Analysis of any such 
major rule; and 

(2) Any regulation for which consid- 
eration or reconsideration under the terms 
of this Order would conflict with dead- 
lines imposed by statute or by judicial 
order, provided that, any such regulation 
shall be reported to the Director together 
with a brief explanation of the conflict, 
the agency shall publish in the FEDERAL 
REGISTER a statement of the reasons why it 
is impracticable for the agency to follow 
the procedures of this Order with respect 
to such a rule, and the agency, in consul- 
tation with the Director, shall adhere to 
the requirements of this Order to the ex- 
tent permitted by statutory or judicial 
deadlines. 

b) The Director, subject to the direc- 
tion of the Task Force, may, in accordance 
with the purposes of this Order, exempt 
any class or category of regulations from 
any or all requirements of this Order. 


Sec. 9. Judicial Review. This Order is 
intended only to improve the internal 
management of the Federal government, 
and is not intended to create any right or 
benefit, substantive or procedural, enforce- 
able at law by a party against the United 
States, its agencies, its officers or any per- 
son. The determinations made by agencies 
under Section 4 of this Order, and any 
Regulatory Impact Analyses for any rule, 
shall be made part of the whole record of 
agency action in connection with the rule. 
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Sec. 10. Revocations. Executive Orders 
No. 12044, as amended, and No. 12174 
are revoked. 

RoNALD REAGAN 
The White House, 
February 17, 1981. 


[Filed with the Office of the Federal Register, 
3:19 p.m., February 17, 1981] 


Program for Economic Recovery 


Address Before a Joint Session of the 
Congress. February 18, 1981 


Mr. Speaker, Mr. President, distinguished 
Members of Congress, honored guests, and 
fellow citizens: 

Only a month ago I was your guest in 
this historic building, and I pledged to 
you my cooperation in doing what is right 
for this nation that we all love so much. 
I’m here tonight to reaffirm that pledge 
and to ask that we share in restoring the 
promise that is offered to every citizen 
by this, the 
Earth. 

All of us are aware of the punishing 
inflation which has for the first time in 60 
years held to double-digit figures for 2 


last, best hope of man on 


years in a row. Interest rates have reached 
absurd levels of more than 20 percent and 
over 15 percent for those who would bor- 
row to buy a home. All across this land 
one can see newly built homes standing 
vacant, unsold because of mortgage inter- 
est rates. 

Almost 8 million Americans are out of 
work. These are people who want to be 
productive. But as the months go by, de- 
spair dominates their lives. The threats of 
layoff and unemployment hang over other 
millions, and all who work are frustrated 
by their inability to keep up with inflation. 

One worker in a Midwest city put it to 


me this way: He said, “I’m bringing home 
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more dollars than I ever believed I could 
possibly earn, but I seem to be getting 
worse off.” And he is. Not only have hour- 
ly earnings of the American worker, after 
adjusting for inflation, declined 5 percent 
over the past 5 years, but in these 5 years, 
Federal personal taxes for the average 
family have increased 67 percent. We can 
no longer procrastinate and hope that 
things will get better. They will not. Un- 
less we act forcefully—and now—the 
economy will get worse. 

Can we, who man the ship of state, deny 
it is somewhat out of control? Our na- 
tional debt is approaching $1 trillion. A 
few weeks ago I called such a figure, a 
trillion dollars, incomprehensible, and 
I’ve been trying ever since to think of a 
way to illustrate how big a trillion really 
is. And the best I could come up with is 
that if you had a stack of thousand-dollar 
bills in your hand only 4 inches high, you’d 
be a millionaire. A trillion dollars would 
be a stack of thousand-dollar bills 67 miles 
high. The interest on the public debt this 
year we know will be over $90 billion, and 
unless we change the proposed spending 
for the fiscal year beginning October Ist, 
we'll add another almost $80 billion to the 
debt. 

Adding to our troubles is a mass of 
regulations imposed on the shopkeeper, 
the farmer, the craftsman, professionals, 
and major industry that is estimated to 
add $100 billion to the price of the things 
we buy, and it reduces our ability to pro- 
duce. The rate of increase in American 
productivity, once one of the highest in 
the world, is among the lowest of all ma- 
jor industrial nations. Indeed, it has actu- 
ally declined in the last 3 years. 


Now, I’ve painted a pretty grim pic- 
ture, but I think I’ve painted it accu- 
rately. It is within our power to change 
his picture, and we can act with hope. 
There’s nothing wrong with our internal 
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strengths. There has been no breakdown 
of the human, technological, and natural 
resources upon which the economy is 
built. 

Based on this confidence in a system 
which has never failed us, but which we 
have failed through a lack of confidence 
and sometimes through a belief that we 
could fine-tune the economy and get it 
tuned to our liking, I am proposing a 
comprehensive four-point program. Now, 
let me outline in detail some of the prin- 
cipal parts of this program. You'll each 
be provided with a completely detailed 
copy of the entire program. 

This plan is aimed at reducing the 
growth in government spending and tax- 
ing, reforming and eliminating regula- 
tions which are unnecessary and unpro- 
ductive or counterproductive, and en- 
couraging a consistent monetary policy 
aimed at maintaining the value of the 
currency. If enacted in full, this program 
can help America create 13 million new 


jobs, nearly 3 more than we 
would have without these measures. It 
will also help us to gain control of infla- 
tion. 


million 


It’s important to note that we’re only 
reducing the rate of increase in taxing 
and spending. We’re not attempting to 
cut either spending or taxing levels below 
that which we presently have. This plan 


will get our economy moving again, 
[create]* productivity growth, and thus 
create the jobs that our people must have. 

And I’m asking that you join me in 
reducing direct Federal spending by 
$41.4 billion in fiscal year 1982, and this 
goes along with another $7.7 billion in 
user fees and off-budget savings for a 
total of $49.1 billion. And this will still 
allow an increase of $40.8 billion over 
1981 spending. 


* White House correction. 
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Now, I know that exaggerated and in- 
accurate stories about these cuts have dis- 
turbed many people, particularly those 
dependent on grant and benefit pro- 
grams for their basic needs. Some of you 
have heard from constituents, I know, 
afraid that social security checks, for ex- 
ample, were going to be taken away from 
them. Well, I regret the fear that these 
unfounded stories have caused, and I wel- 
come this opportunity to set 
straight. 

We will continue to fulfill the obliga- 
tions that spring from our national con- 
science. Those who, through no fault of 
their own, must depend on the rest of 
us—the poverty stricken, the disabled, the 
elderly, all those with true need—can 
rest assured that the social safety net of 
programs they depend on are exempt 
from any cuts. 


things 


The full retirement benefits of the more 
than 31 million social security recipients 
will be continued, along with an annual 
cost-of-living increase. Medicare will not 
be cut, nor will supplemental income for 
the blind, the aged, and the disabled. And 
funding will continue for veterans pen- 
sions. School breakfasts and lunches for 
the children of low-income families will 
continue, as will nutrition and other spe- 
cial services for the aging. There will be 
no cut in Project Head Start or summer 
youth jobs. 

All in all, nearly $216 billion worth of 
programs providing help for tens of mil- 
lions of Americans will be fully funded. 
But government will not continue to sub- 
sidize individuals or particular business 
interests where real need cannot be dem- 
onstrated. And while we will reduce some 
subsidies to regional and local govern- 
ments, we will at the same time convert 
a number of categorical grant programs 
into block grants to reduce wasteful ad- 
ministrative overhead and to give local 
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governments and States more flexibility 
and control. We call for an end in dupli- 
cation to Federal programs and reform of 
those which are not cost-effective. 

Now, already some have protested that 
there must be no reduction in aid to 
schools. Well, let me point out that Fed- 
eral aid to education amounts to only 8 
percent of the total educational funding, 
and for this 8 percent, the Federal Gov- 
ernment has insisted on tremendously dis- 
proportionate share of control over our 
schools. Whatever reductions we’ve pro- 
posed in that 8 percent will amount to 
very little in the total cost of education. 
They will, however, restore more author- 
ity to States and local school districts. 

Historically, the American people have 
supported by voluntary contributions 
more artistic and cultural activities than 
ail the other countries in the world put 
together. I wholeheartedly support this 
approach and believe that Americans will 
continue their generosity. Therefore, I’m 
proposing a savings of $85 million in the 
Federal subsidies now going to the arts 
and humanities. 

There are a number of subsidies to busi- 
ness and industry that I believe are un- 
necessary, not because the activities being 
subsidized aren’t of value, but because the 
marketplace contains incentives enough 
to warrant continuing these activities 
without a government subsidy. One such 
subsidy is the Department of Energy’s syn- 
thetic fuels program. We will continue 
support of research leading to develop- 
ment of new technologies and more inde- 
pendence from foreign oil, but we can save 
at least $3.2 billion by leaving to private 
industry the building of plants to make 
liquid or gas fuels from coal. 


We're asking that another major in- 


dustry—business subsidy I should say, the 
Export-Import Bank loan authority, be 


reduced by one-third in 1982. We’re doing 
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this because the primary beneficiaries of 
taxpayer funds in this case are the export- 
ing companies themselves—most of them 
profitable corporations. 

This brings me to a number of other 
lending programs in which government 
makes low-interest loans, some of them at 
an interest rate as low as 2 percent. What 
has not been very well understood is that 
the Treasury Department has no money 
of its own to lend; it has to go into the 
private capital market and borrow the 
money. So, in this time of excessive inter- 
est rates, the Government finds itself bor- 
rowing at an interest rate several times as 
high as the interest it gets back from those 
it lends the money to. And this difference, 
of course, is paid by your constituents— 
the taxpayers. They get hit again if they 
try to borrow, because Government bor- 
rowing contributes to raising all interest 
rates. 

By terminating the Economic Develop- 
ment Administration, we can save hun- 
dreds of millions of dollars in 1982 and 
billions more over the next few years. 
There’s a lack of consistent and con- 
vincing evidence that EDA and its Re- 
gional Commissions have been effective 
in creating new jobs. They have been ef- 
fective in creating an array of planners, 
grantsmen, and professional middlemen. 
We believe we can do better just by the 
expansion of the economy and the job 
creation which will come from our eco- 
nomic program. 

The Food Stamp program will be re- 
stored to its original purpose, to assist 
those without resources to purchase suf- 
ficient nutritional food. We will, how- 
ever, save $1.8 billion in fiscal year 1982 
by removing from eligibility those who 
are not in real need or who are abusing 
the program. But even with this reduc- 
tion, the program will be budgeted for 
more than $10 billion. 
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We will tighten welfare and give more 
attention to outside sources of income 
when determining the amount of welfare 
that an individual is allowed. This, plus 
strong and effective work requirements, 
will save $520 million in the next year. 

I stated a moment ago our intention 
to keep the school breakfast and lunch 
programs for those in true need. But by 
cutting back on meals for children of 
families who can afford to pay, the sav- 
ings will be $1.6 billion in fiscal year 
1982. 

Now, let me just touch on a few other 
areas which are typical of the kind of re- 
ductions we’ve included in this economic 
package. The Trade Adjustment Assist- 
ance program provides benefits for work- 
ers who are unemployed when foreign 
imports reduce the market for various 
American products, causing shutdown of 
plants and layoff of workers. The purpose 
is to help these workers find jobs in grow- 
ing sectors of our economy. There’s noth- 
ing wrong with that, but because these 
benefits are paid out on top of normal un- 
employment benefits, we wind up paying 
greater benefits to those who lose their 
jobs because of foreign competition than 
we do to their friends and neighbors who 
are laid off due to domestic competition. 
Anyone must agree that this is unfair. 
Putting these two programs on the same 
footing will save $1.15 billion in just 1 
year. 

Earlier I made mention of changing 
categorical grants to States and local gov- 
ernments into block grants. Now, we 
know of course that the categorical grant 
programs burden local and State govern- 
ments with a mass of Federal regulations 
and Federal paperwork. Ineffective tar- 
geting, wasteful administrative over- 
head—all can be eliminated by shifting 
the resources and decisionmaking au- 
thority to local and State government. 
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This will also consolidate programs which 
are scattered throughout the Federal bu- 
reaucracy, bringing government closer to 
the people and saving $23.9 billion over 
the next 5 years. 

Our program for economic renewal 
deals with a number of programs which 
at present are not cost-effective. An ex- 
ample is Medicaid. Right now Washing- 
ton provides the States with unlimited 
matching payments for their expendi- 
tures; at the same time, we here in Wash- 
ington pretty much dictate how the States 
are going to manage those programs. We 
want to put a cap on how much the Fed- 
eral Government will contribute, but at 
the same time allow the States much more 
flexibility in managing and structuring the 
programs. I know from our experience in 
California that such flexibility could have 
led to far more cost-effective reforms. 
Now, this will bring a savings of $1 billion 
next year. 

The space program has been and is 
important to America, and we plan to 
continue it. We believe, however, that a 
reordering of priorities to focus on the 
most important and cost-effective NASA 
programs can result in a savings of a quar- 
ter of a million dollars. 

Now, coming down from space to the 
mailbox, the Postal Service has been con- 
sistently unable to live within its operat- 
ing budget. It is still dependent on large 
Federal subsidies. We propose reducing 
those subsidies by $632 million in 1982 
to press the Postal Service into becoming 
more effective, and in subsequent years 
the savings will continue to add up. 

The Economic Regulatory Administra- 
tion in the Department of Energy has 
programs to force companies to convert to 
specific fuels. It has the authority to ad- 
minister a gas rationing plan, and prior 
to decontrol it ran the oil price control 
program. With these and other regula- 
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tions gone we can save several hundreds 
of millions of dollars over the next few 
years. 

I’m sure there’s one department you’ve 
been waiting for me to mention, the De- 
partment of Defense. It’s the only de- 
partment in our entire program that will 
actually be increased over the present 
budgeted figure. But even here there was 
no exemption. The Department of De- 
fense came up with a number of cuts 
which reduce the budget increase needed 
to restore our military balance. These 
measures will save $2.9 billion in 1982 
outlays, and by 1986 a total of $28.2 bil- 
lion will have been saved—or perhaps I 
should say, will have been made available 
for the necessary things that we must do. 
The aim will be to provide the most ef- 
fective defense for the lowest possible cost. 

I believe that my duty as President re- 
quires that I recommend increases in 
defense spending over the coming years. 
I know that you’re all aware—but I 
think it bears saying again—that since 
1970 the Soviet Union has invested $300 
billion more in its military forces than we 
have. As a result of its massive military 
buildup, the Soviets have made a signifi- 
cant numerical advantage in strategic nu- 
clear delivery systems, tactical aircraft, 
submarines, artillery, and anti-aircraft 
defense. To allow this imbalance to con- 
tinue is a threat to our national security. 
Notwithstanding our economic straits, 
making the financial changes beginning 
now is far less costly than waiting and 
having to attempt a crash program sev- 
eral years from now. 

We remain committed to the goal of 
arms limitation through negotiation. I 
hope we can persuade our adversaries to 
come to realistic balanced and verifiable 
agreements. But, as we negotiate, our se- 
curity must be fully protected by a bal- 
anced and realistic defense program. 
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Now, let me say a word here about the 
general problem of waste and fraud in the 
Federal Government. One Government 
estimate indicated that fraud alone may 
account for anywhere from 1 to 10 per- 
cent—as much as $25 billion of Federal 
expenditures for social programs. If the 
tax dollars that are wasted or misman- 
aged are added to this fraud total, the 
staggering dimensions of this problem 
begin to emerge. 

The Office of Management and 
Budget is now putting together an inter- 
agency task force to attack waste and 
fraud. We’re also planning to appoint as 
Inspectors General highly trained profes- 
sionals who will spare no effort to do this 
job. No administration can promise to 
immediately stop a trend that has grown 
in recent years as quickly as Government 
expenditures themselves, but let me say 
this: Waste and fraud in the Federal 
Government is exactly what I’ve called it 
before—an unrelenting national scandal, 
a scandal we’re bound and determined to 
do something about. 

Marching in lockstep with the whole 
program of reductions in spending is the 
equally important program of reduced 
tax rates. Both are essential if we’re to 
have economic recovery. It’s time to cre- 
ate new jobs, to build and rebuild indus- 
try, and to give the American people 
room to do what they do best. And that 
can only be done with a tax program 
which provides incentive to increase pro- 
ductivity for both workers and industry. 

Our proposal is for a 10-percent across- 
the-board cut every year for 3 years in the 
tax rates for all individual income tax- 
payers, making a total cut in tax-cut rates 
of 30 percent. This 3-year reduction will 
also apply to the tax on unearned income, 
leading toward an eventual elimination 
of the present differential between the 
tax on earned and unearned income. 
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Now, I would have hoped that we 
could be retroactive with this. But as it 
stands, the effective starting date for these 
10-percent personal income tax rate re- 
ductions will call for as of July 1st of this 
year. 

Again, let me remind you that while 
this 30-percent reduction will leave the 
taxpayers with $500 billion more in their 
pockets over the next 5 years, it’s actually 
only a reduction in the tax increase al- 
ready built into the system. Unlike some 
past “tax reforms,” this is not merely a 
shift of wealth between different sets of 
taxpayers. This proposal for an equal re- 
duction in everyone’s tax rates will expand 
our national prosperity, enlarge national 
incomes, and increase opportunities for 
all Americans. 


Some will argue, I know, that reducing 
tax rates now will be inflationary. A solid 
body of economic experts does not agree. 
And tax cuts adopted over the past three- 
fourths of a century indicate these eco- 
nomic experts are right. They will not be 
inflationary. I’ve had advice that in 1985 
our real production in goods and services 
will grow by 20 percent and be $300 bil- 
lion higher than it is today. The average 
worker’s wage will rise in real purchasing 
power 8 percent, and this is in after-tax 
dollars. And this, of course, is predicated 
on a complete program of tax cuts and 
spending reductions being implemented. 

The other part of the tax package is 
aimed directly at providing business and 
industry with the capital needed to mod- 
ernize and engage in more research and 
development. This will involve an in- 
crease in depreciation allowances, and 
this part of our tax proposal will be retro- 
active to January Ist. 


The present depreciation system is obso- 
lete, needlessly complex, and economically 
counterproductive. Very simply, it bases 
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the depreciation of plant machinery and 
vehicles and tools on their original cost, 
with no recognition of how inflation has 
increased their replacement cost. We’re 
proposing a much shorter write-off time 
than is presently allowed—a 5-year write- 
off for machinery, 3 years for vehicles and 
trucks, and a 10-year write-off for plant. 
In fiscal year 1982 under this plan, busi- 
ness would acquire nearly $10 billion for 
investment; by 1985, the figure would be 
nearly 45 billion. 

These changes are essential to provide 
the new investment which is needed to 
create millions of new jobs between now 
and 1985 [1986],* and to make America 
competitive once again in the world 
market. These won’t be make-work jobs. 
They are productive jobs, jobs with a 
future. 

I’m well aware that there are many 
other desirable and needed tax changes, 
such as indexing the income tax brackets 
to protect taxpayers against inflation; the 
unjust discrimination against married 
couples if both are working and earning; 
tuition tax credits; the unfairness of the 
inheritance tax, especially to the family- 
owned farm and the family-owned busi- 
ness; and a number of others. But our 
program for economic recovery is so ur- 
gently needed to begin to bring down in- 
flation that I’m asking you to act on this 
plan first and with great urgency. And 
then, I pledge I will join with you in 
seeking these additional tax changes at 
the earliest date possible. 

American society experienced a virtual 
explosion in government regulation dur- 
ing the past decade. Between 1970 and 
1979, expenditures for the major regula- 
tory agencies quadrupled. The number of 
pages published annually in the FEDERAL 
REGISTER nearly tripled, and the number 


* White House correction. 
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of pages in the Cope or FepERraL REGu- 
LATIONS increased by nearly two-thirds. 
The result has been higher prices, higher 
unemployment, and lower productivity 
growth. Overregulation causes small and 
independent business men and women, as 
well as large businesses, to defer or termi- 
nate plans for expansion. And since 
they’re responsible for most of the new 
jobs, those new jobs just aren’t created. 

Now, we have no intention of disman- 
tling the regulatory agencies, especially 
those necessary to protect environment 
and assure the public health and safety. 
However, we must come to grips with 
inefficient and burdensome regulations, 
eliminate those we can and reform the 
others. 

I have asked Vice President Bush to 
head a Cabinet-level Task Force on Reg- 
ulatory Relief. Second, I asked each 
member of my Cabinet to postpone the 
effective dates of the hundreds of new 
regulations which have not yet been im- 
plemented. Third, in coordination with 
the Task Force, many of the agency heads 
have already taken prompt action to re- 
view and rescind existing burdensome 
regulations. And finally, just yesterday I 
signed an Executive order that for the 
first time provides for effective and co- 
ordinated management of the regulatory 
process. 

Much has been accomplished, but it’s 
only a beginning. We will eliminate those 
regulations that are unproductive and 
unnecessary by Executive order where pos- 
sible and cooperate fully with you on those 
that require legislation. 


The final aspect of our plan requires a 
national monetary policy which does not 
allow money growth to increase consist- 
ently faster than the growth of goods and 
services. In order to curb inflation we need 
to slow the growth in our money supply. 

Now, we fully recognize the independ- 
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ence of the Federal Reserve System and 
will do nothing to interfere with or un- 
dermine that independence. We will con- 
sult regularly with the Federal Reserve 
Board on all aspects of our economic pro- 
gram and will vigorously pursue budget 
policies that’ll make their job easier in 
reducing monetary growth. A successful 
program to achieve stable and moderate 
growth patterns in the money supply will 
keep both inflation and interest rates 
down and restore vigor to our financial 
institutions and markets. 

This, then, is our proposal—America’s 
new beginning: a program for economic 
recovery. I don’t want it to be simply the 
plan of my administration. I’m here to- 
night to ask you to join me in making it 
our plan. Together we can embark on this 
road—{ applause} 

Thank you very much. I should have 
arranged to quit right there. [Laughter] 

Well, together we can embark on this 
road not to make things easy, but to make 
things better. Our social, political, and 
cultural, as well as our economic institu- 
tions, can no longer absorb the repeated 
shocks that have been dealt them over the 
past decades. Can we do the job? The 
answer is yes. But we must begin now. 

We're in control here. There’s nothing 
wrong with America that together we 
can’t fix. I’m sure there’ll be some who 
raise the familiar old cry, “Don’t touch 
my program ; cut somewhere else.” I hope 
I’ve made it plain that our approach has 
been evenhanded, that only the programs 
for the truly deserving needy remain un- 
touched. The question is, are we simply 
going to go down the same path we've 
gone down before, carving out one special 
program here, another special program 
there? I don’t think that’s what the Amer- 
ican people expect of us. More important, 
I don’t think that’s what they want. 
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They’re ready to return to the source of 
our strength. 

The substance and prosperity of our 
Nation is built by wages brought home 
from the factories and the mills, the 
farms, and the shops. They are the services 
provided in 10,000 corners of America; 
the interest on the thrift of our people 
and the returns for their risk-taking. The 
production of America is the possession 
of those who build, serve, create, and 
produce. 

For too long now, we’ve removed from 
our people the decisions on how to dis- 
pose of what they created. We’ve strayed 
frorr. first principles. We must alter our 
course. 

The taxing power of government must 
be used to provide revenues for legiti- 
mate government purposes. It must not 
be used to regulate the economy or bring 
about social change. We've tried that, 
and surely we must be able to see it 
doesn’t work. 

Spending by government must be 
limited to those functions which are the 
proper province of government. We can 
no longer afford things simply because we 
think of them. Next year we can reduce 
the budget by $41.4 billion, without harm 
to government’s legitimate purposes or 
to our responsibility to all who need our 
benevolence. This, plus the reduction in 
tax rates, will help bring an end to 
inflation. 

In the health and social services area 
alone, the plan we’re proposing will sub- 
stantially reduce the need for 465 pages 
of law, 1,400 pages of regulations, 5,000 
Federal employees who presently admin- 
ister 7,600 separate grants in about 25,- 
000 separate locations. Over 7 million 
man and woman hours of work by State 
and local officials are required to fill out 
government forms. 

I would direct a question to those who 
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have indicated already an unwillingness 
to accept such a plan: Have they an al- 
ternative which offers a greater chance of 
balancing the budget, reducing and 
eliminating inflation, stimulating the 
creation of jobs, and reducing the tax 
burden? And, if they haven’t, are they 
suggesting we can continue on the pres- 
ent course without coming to a day of 
reckoning? If we don’t do this, infla- 
tion and the growing tax burden will put 
an end to everything we believe in and 
our dreams for the future. 

We don’t have an option of living with 
inflation and its attendant tragedy, mil- 
lions of productive people willing and 
able to work but unable to find a buyer 
for their work in the job market. We have 
an alternative, and that is the program 
for economic recovery. 

True, it'll take time for the favorable 
effects of our proposal to be felt. So, we 
must begin now. The people are watching 
and waiting. They don’t demand mira- 
cles. They do expect us to act. Let us act 
together. 

Thank you and good night. 

NOTE: The President spoke at 9 p.m. in the 
House Chamber at the Capitol. He was in- 
troduced by Thomas P. O'Neill, Jr., Speaker 


of the House of Representatives. The address 
was broadcast live on radio and television. 


Program for Economic Recovery 
Message to the Congress Transmitting the 


Proposed Package. February 18, 1981 


To the Congress of the United States: 
It is with pleasure that I take the op- 
portunity this evening to make my first 
major address to the Congress. The ad- 
dress briefly describes the comprehensive 
package that I am proposing in order to 
achieve a full and vigorous recovery for 
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our economy. The key elements of that 
package are four in number: 

—A budget reform plan to cut the rate 

of growth in Federal spending; 

—A series of proposals to reduce per- 

sonal income tax rates by 10 percent 
a year over three years and to create 
jobs by accelerating depreciation for 
business investment in plant and 
equipment; 

—A far-reaching program of regulatory 

relief ; 

—aAnd, in cooperation with the Federal 

Reserve Board, a new commitment to 
a monetary policy that will restore 
a stable currency and healthy finan- 
cial markets. 

Taken together, I believe these pro- 
posals will put the Nation on a funda- 
mentally different course—a course lead- 
ing to less inflation, more growth, and a 
brighter future for all of our citizens. 

To aid the Congress in acting promptly 
on these proposals, I am today forwarding 
the attached documents which describe 
the program in greater detail than I can 
in my address to you. Specifically, you will 
find the following documents in this 
package: 

(1) An economic report—issued as a 
White House paper—that outlines all four 
of the elements in my program and sets 
forth the background to those elements. 

(2) A lengthy report on my initial 
budget cut proposals that has been pre- 
pared by the Office of Management and 
Budget. It should be noted that this re- 
port will be followed by a complete budget 
submission to the Congress, addressing 
fiscal years 81 and 82. That report will be 
sent to you on March 10th. 

(3) A report on my proposals for tax 
reduction issued by the Department of the 
Treasury. 

It is my hope that this combination of 
transmittals will allow the Congress to 
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proceed in accordance with timetables 
established in the Congressional Budget 
Act and will permit rapid consideration 
of this entire program. 

My Cabinet and other members of my 
Administration have worked intensively 
and cooperatively with me in developing 
this program for economic recovery. All 
of us are now eager to work with the Con- 
gress as partners in an undertaking that 
is vital to the future of the Nation. 

Ronatp REAGAN 
The White House, 

February 18, 1981. 

NOTE: The message is printed in the document 
entitled “America’s New Beginning: A Pro- 


gram for Economic Recovery—February 18, 
1981.” 


Program for Economic Recovery 
White House Report. February 18, 1981 


I. A ProcRAM FoR Economic RECOVERY 


Today the Administration is proposing 
a national recovery plan to reverse the 
debilitating combination of sustained in- 
flation and economic distress which con- 
tinues to face the American economy. 
Were we to stay with existing policies, 
the results would be readily predictable: 
a rising government presence in the econ- 
omy, more inflation, stagnating produc- 
tivity, and higher unemployment. Indeed, 
there is reason to fear that if we remain 
on this course, our economy may suffer 
even more calamitously. 

The program we have developed will 
break that cycle of negative expectations. 
It wil revitalize economic growth, renew 
optimism and confidence, and rekindle 
the Nation’s entrepreneurial instincts and 
creativity. 
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The benefits to the average American 
will be striking. Inflation—which is now 
at double digit rates—will be cut in half 
by 1986. The American economy will pro- 
duce 13 million new jobs by 1986, nearly 
3 million more than if the status quo in 
government policy were to prevail. The 
economy itself should break out of its 
anemic growth patterns to a much more 
robust growth trend of 4 to 5 percent a 
year. These positive results will be accom- 
plished simultaneously with reducing tax 
burdens, increasing private saving, and 
raising the living standard of the Amer- 
ican family. 

The plan is based on sound expendi- 
ture, tax, regulatory, and monetary poli- 
cies. It seeks properly functioning markets, 
free play of wages and prices, reduced 
government spending and borrowing, 
a stable and reliable monetary frame- 
work, and reduced government barriers 
to risk-taking and enterprise. This agenda 
for the future recognizes that sensible 
policies which are consistently applied can 
release the strength of the private sector, 
improve economic growth, and reduce 
inflation. 


We have forgotten some important 
lessons in America. High taxes are not the 
remedy for inflation. Excessively rapid 
monetary growth cannot lower interest 
rates. Well-intentioned government regu- 


lations do not contribute to economic 
vitality. In fact, government spending has 
become so extensive that it contributes to 
the economic problems it was designed to 
cure. More government intervention in 
the economy cannot possibly be a solution 
to our economic problems. 

We must remember a simple truth. The 
creativity and ambition of the American 
people are the vital forces of economic 
growth. The motivation and incentive of 
our people—to supply new goods and 
services and earn additional income for 
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their families—are the most precious re- 
sources of our Nation’s economy. The goal 
of this Administration is to nurture the 
strength and vitality of the American 
people by reducing the burdensome, intru- 
sive role of the Federal Government; by 
lowering tax rates and cutting spending; 
and by providing incentives for individuals 
to work, to save, and to invest. It is our 
basic belief that only by reducing the 
growth of government can we increase the 
growth of the economy. 

The U.S. economy faces no insurmount- 
able barriers to sustained growth. It con- 
fronts no permanently disabling tradeoffs 
between inflation and unemployment, be- 
tween high interest rates and high taxes, 
or between recession and hyperinflation. 
We can revive the incentives to work and 
save. We can restore the willingness to 
invest in the private capital required to 
achieve a steadily rising standard of living. 
Most important, we can regain our faith 
in the future. 

The plan consists of four parts: (1) a 
substantial reduction in the growth of 
Federal expenditures; (2) a significant 
reduction in Federal tax rates; (3) pru- 
dent relief of Federal regulatory burdens; 
and (4) a monetary policy on the part of 
the independent Federal Reserve System 
which is consistent with those policies. 
These four complementary policies form 
an integrated and comprehensive pro- 
gram. 

It should be clear from the most cursory 
examination of the economic program of 
this Administration that we have moved 
from merely talking about the economic 
difficulties facing the American people to 
taking the strong action necessary to turn 
the economy around. 

The leading edge of our program is the 
comprehensive reduction in the rapid 
growth of Federal spending. As shown in 
detail below, our budget restraint is more 
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than “cosmetic” changes in the estimates 
of Federal expenditures. But we have not 
adopted a simple-minded “meat ax” ap- 
proach to budget reductions. Rather, a 
careful set of guidelines has been used to 
identify lower-priority programs in vir- 
tually every department and agency that 
can be eliminated, reduced, or postponed. 

The second element of the program, 
which is equally important and urgent, is 
the reduction in Federal personal income 
tax rates by 10 percent a year for 3 years 
in a row. Closely related to this is an incen- 
tive to greater investment in production 
and job creation via faster tax write-offs 
of new factories and production equip- 
ment. 

The third key element of our economic 
expansion program is an ambitious reform 
of regulations that will reduce the govern- 
ment-imposed barriers to investment, pro- 
duction, and employment. We have sus- 
pended for 2 months the unprecedented 
flood of last-minute rulemaking on the 
part of the previous Administration. We 
have eliminated the ineffective and coun- 
terproductive wage and price standards of 
the Council on Wage and Price Stability, 
and we have taken other steps to eliminate 
government interference in the market- 
place. 

The fourth aspect of this comprehen- 
sive economic program is a monetary 
policy to provide the financial environ- 
ment consistent with a steady return to 
sustained growth and price stability. Dur- 
ing the first week of this Administration its 
commitment to the historic independence 
of the Federal Reserve System was under- 
scored. It is clear, of course, that mone- 
tary and fiscal policy are closely inter- 
related. Success in one area can be made 
more difficult—or can be reinforced—by 
the other. Thus, a predictable and steady 
growth in the money supply at more 
modest levels than often experienced in 
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the past will be a vital contribution to the 
achievement of the economic goals de- 
scribed in this Report. The planned reduc- 
tion and subsequent elimination of Fed- 
eral deficit financing will help the Federal 
Reserve System perform its important role 
in achieving economic growth and 
stability. 

The ultimate importance of this pro- 
gram for sustained economic growth will 
arise not only from the positive effects of 
the individual components, important as 
they are. Rather, it will be the dramatic 
improvement in the underlying economic 
environment and outlook that will set a 
new and more positive direction to eco- 
nomic decisions throughout the economy. 
Protection against inflation and high tax 
burdens will no longer be an overriding 
motivation. Once again economic 
choices—involving working, saving, and 
investment—will be based primarily on 
the prospect for real rewards for those 
productive activities which improve the 
true economic well-being of our citizens. 


II. THe Twin Prosiems or HicH 
INFLATION AND STAGNANT GROWTH 


The policies this Administration is put- 
ting forward for urgent consideration by 
the Congress are based on the fact that 
this Nation now faces its most serious set of 
economic problems since the 1930s. Infla- 
tion has grown from 1 to 1% percent a 
year in the early 1960s to about 13 percent 
in the past 2 years; not since World War I 
have we had 2 years of back-to-back dou- 
ble digit inflation. At the same time, the 
rate of economic growth has been slowing 
and the unemployment rate creeping up- 
ward. Productivity growth—the most im- 
portant single measure of our ability to 
improve our standard of living—has been 
declining steadily for more than a decade. 
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In the past 3 years our productivity actu- 
ally fell. 

The most important cause of our eco- 
nomic problems has been the government 
itself. The Federal Government, through 
tax, spending, regulatory, and monetary 
policies, has sacrificed long-term growth 
and price stability for ephemeral short- 
term goals. In particular, excessive gov- 
ernment spending and overly accommo- 
dative monetary policies have combined 
to give us a climate of continuing infla- 
tion. That inflation itself has helped to 
sap our prospects for growth. In addition, 
the growing weight of haphazard and 
inefficient regulation has weakened our 
productivity growth. High marginal tax 
rates on business and individuals discour- 
age work, innovation, and the investment 
necessary to improve productivity and 
long-run growth. Finally, the resulting 
stagnant growth contributes further to 
inflation in a vicious cycle that can only 
be broken with a plan that attacks broadly 
on all fronts. 


THE ROLE OF THE GOVERNMENT IN 
CAUSING INFLATION 


Surges of inflation are not unusual in 
history; there were price explosions after 
both World Wars, as well as smaller out- 
bursts in the 1920s and late 1930s. There- 
fore, in spite of the role played by food 
and energy prices in recent inflationary 
outbursts, it is misleading to concentrate 
on these transitory factors as fundamental 
causes of the inflationary bias in the 
American economy, Even when prices in 
these markets have been stable, inflation 
has continued with little relief. 

What is unusual about our recent his- 
tory is the persistence of inflation. Out- 
bursts of high inflation in the last 15 years 
have not been followed by the customary 
price stability, but rather by long periods 
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of continued high inflation. This persist- 
ence of inflation has crucially affected the 
way our economy works. People now be- 
lieve inflation is “here to stay”; they plan 
accordingly, thereby giving further mo- 
mentum to inflation. Since there are im- 
portant long-term relationships between 
suppliers and customers and between 
workers and management, long-term con- 
tracts, sometimes unwritten, are often 
based on the view that inflation will per- 
sist. This robs the economy of flexibility 
which might otherwise contribute to re- 
ducing inflation. 


The Federal Government has greatly 
contributed to the persistence of high in- 
flation. Overly stimulative fiscal and 
monetary policies, on average, have fi- 
nanced excessive spending and thus 
pushed prices upward. Since government 
accommodation is widely expected to 
continue, inflation has become embedded 
in the economy. 

When inflationary outbursts occur, pol- 
icymakers all too often have made a quick 
turn toward restraint. Such turnabouts, 
however, have been short-lived and their 
temporary nature has increasingly been 
anticipated by savers, investors, and 
workers. Subsequent declines in employ- 
ment and growth inevitably call forth 
stimulative policies before inflation can be 
brought under control. Such “stop-and- 
go” policies have only resulted in higher 
unemployment and lower real growth. 

Finally, but equally important, govern- 
ment policies have increased inflation by 
reducing the potential of our economy to 
grow—directly through the increasing 
burdens of taxes and regulations, and in- 
directly through inflation itself. The result 
is a vicious circle. Its force can be meas- 
ured by the statistics of our productivity 
slowdown, but it is seen more dramatically 
in the anxiety and concern of our people. 
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GOVERNMENT CONTRIBUTES TO THE 
PRODUCTIVITY SLOWDOWN 


Productivity, popularly measured as 
output per worker-hour, is an indicator 
of the efficiency of the economy and con- 
sequently of our ability to maintain the 
rate of improvement in our standard of 
living. Over the past 15 years, the rate of 
productivity improvement has slowed, and 
now virtually halted. 

Government policies have been a ma- 
jor contributor to the slowdown but they 
can be an even more important contribu- 
tor to the cure. The weight of regulation 
and the discouragement that results from 
high marginal tax burdens are key factors, 
but inflation itself also plays an impor- 
tant role. Reduced capital formation is 
the most important and visible, but not 
the only, channel by which this occurs. 

By increasing uncertainty about the 
future, inflation discourages investors 
from undertaking projects that they would 
have considered profitable but which, with 
today’s inflationary environment, they 
consider too risky. Inflation also diverts 
funds from productive investments into 
hedging and speculation. 


Although recent statistics show that the 
share of our economy’s production de- 
voted to investment is high by historic 
standards, the magnitude is illusory—an 
illusion fostered by inflation. Accelerating 
prices, and the high interest rates and 
shifting economic policy associated with 
them, have contributed to an unwilling- 
ness to make long-lived investments. As a 
result, our stock of productive plant and 
equipment depreciates faster, so that more 
investment is needed simply to stand still. 


The regulatory requirements imposed 
by the government have likewise served 
to discourage investment by causing un- 
certainty in business decisionmaking. In 
addition, investments to meet regulatory 
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requirements have diverted capital from 
expanding productive capacity. Some 
estimates have put regulation-related in- 
vestment at more than 10 percent of the 
total level of business investment in recent 
years. The expanding intrusiveness of the 
government into the private sector also 
inhibits innovation and limits the ability 
of entrepreneurs to produce in the most 
efficient way. 


INFLATION, GROWTH, AND THE TAX 
SYSTEM 


The role of the tax system in reducing 
our past growth, and its potential for im- 
proving the prospects for future growth, 
deserve special attention. By reducing the 
incentives for investment and innovation, 
both by individuals and by businesses, the 
tax system has been a key cause of our 
stagnation. Restoring the proper incen- 
tives will make a major contribution to 
the long-run vitality of our economy. 

The progressivity of the persona] in- 
come tax system levies rising tax rates on 
additions to income that merely keep pace 
with inflation. Households therefore find 
that even if their gross incomes rise with 
inflation, their after-tax real income de- 
clines. Some households respond to these 
higher marginal tax burdens by reducing 
their work effort. “Bracket creep” also 
encourages taxpayers to seek out “tax 
shelters,” sources of income that offer 
higher after-tax returns but not necessarily 
higher before-tax returns than more pro- 
ductive sources, again contributing to eco- 
nomic inefficiency. In the last two decades 
the Congress has reduced personal income 
taxes seven times. Nevertheless, average 
effective tax rates are now about 30 per- 
cent higher than their mid-1960’s low. 
Marginal tax rates have climbed in tan- 
dem with average rates. 


Due to inflation, the rate of return on 
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corporate assets, after tax, and the level 
of corporate earnings have been seriously 
eroded over the past decade and a half. 
That was a major factor stunting capital 
spending from what it otherwise would 
have been. The tax treatment of deprecia- 
tion has been an important contributor to 
this lowering of returns. We now allow 
write-offs at the cost of purchase, rather 
than at more realistic prices. This creates 
phantom profits upon which taxes are 
paid. 

Finally, unless the Congress takes fre- 
quent actions to offset the revenue-gener- 
ating effect of inflation on the progressive 
personal tax system, the Congress has 
available for spending unlegislated in- 
creases in funds. Inflation in tandem with 
the tax system thereby impairs the fiscal 
discipline of the budget process and facili- 
tates higher levels of government spend- 
ing than would result if the Congress 
were forced to vote on each tax increase. 
This offers further encouragement to 
inflation. 


THE ECONOMY AS A WHOLE HAS 
SUFFERED 


Because past policies have not reduced 
unemployment, even as they have encour- 
aged rising inflation—the economy as a 
whole has suffered. Over the past two 
decades, we have seen the “misery 
index”—the sum of the inflation and un- 
employment rates—more than double, 
rising from 7.3 in 1960 to 17.2 in 1980. 
While unemployment rates have fluctu- 
ated over the business cycle, there has been 
no long-run tradeoff between unemploy- 
ment and inflation. The upward move- 
ments in inflation have not brought us 
falling unemployment rates, nor has high 
unemployment brought lower inflation. 


Thus, trends of the past are clearly 
disturbing in that they have sapped our 
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Nation’s economic vitality. Of greater sig- 
nificance, however, is the danger we face 
if the policies of the 1970s are continued. 


For the first time in American history 
financial markets reflect the belief that 
inflation will not retreat significantly from 
current high levels. The Nation’s economy 
and financial system are on a dangerous 
course—one which, if not reversed, would 
lead to a prolonged stagnation of economic 
growth and employment, ever higher in- 
flation and interest rates, and potentially 
a financial crisis. The solution to this grow- 
ing economic threat calls for bold actions 
designed to reduce—dramatically and 
sharply—inflationary expectations. These 
policies must restore fiscal integrity; in- 
crease incentives for saving, investment, 
and production; attain monetary and fi- 
nancial stability; and enhance the role of 
the marketplace as the principal force in 
the allocation of resources. 


III. SLowinc THE GROWTH OF 
GOVERNMENT SPENDING 


The uncontrolled growth of government 
spending has been a primary cause of the 
sustained high rate of inflation experi- 
enced by the American economy. Perhaps 
of greater importance, the continued and 
apparently inexorable expansion of gov- 
ernment has contributed to the wide- 
spread expectation of persisting—and pos- 
sibly higher—rates of inflation in the 
future. 

Thus, a central goal of the economic 
program is to reduce the rate at which 
government spending increases. In view 
of the seriousness of the inflationary pres- 
sures facing us, the proposed reductions in 
the Federal budget for the coming fiscal 
year are the largest ever proposed. 

Despite the tendency to refer to “cut- 
ting” the budget, it is clear that an ex- 
panding population, a growing economy, 
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and a difficult international environment 
all lead to the need for year-to-year rises 
in the level of government spending. Thus, 
the badly needed effort to “cut” the 
budget really refers to reductions in the 
amount of increase in spending requested 
from one year to the next. 

The magnitude of the fiscal problem 
facing the United States can be seen when 
we realize that, despite the $49.1 billion 
of savings including $5.7 billion in off- 
budget outlays that is being recommended 
for fiscal 1982, the total amount of Fed- 
eral outlays for the year is likely to be $41 
billion higher than the current year. (A 
separate document is being issued by the 
Office of Management and Budget that 
outlines the major spending reductions in 
considerable detail. ) 

It is essential to stress the fundamental 
principles that guided the development of 
that program. 

First, and most importantly, all mem- 
bers of our society except the truly needy 
will be asked to contribute to the program 
for spending control. 

Second, we will strengthen our national 
defense. 

Finally, these fundamental principles 
led to nine specific guidelines that were 
applied in reducing the budget: 


¢ Preserve “the social safety net.” 
* Revise entitlements to eliminate un- 
intended benefits. 


Reduce subsidies to middle- 
upper-income groups. 

Impose fiscal restraint on other na- 
tional interest programs. 

Recover costs that can be clearly 
allocated to users. 

Stretch-out and retarget public sector 
capital investment programs. 

Reduce overhead and personnel costs 
of the Federal Government. 

Apply sound economic criteria to 
subsidy programs. 


and 
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* Consolidate categorical grant pro- 

grams into block grants. 

The application of these guidelines has 
required great care, judgment, and sen- 
sitivity. However, we are putting forward 
over 80 proposals that will carry out these 
guidelines and affect virtually every seg- 
ment of our economy except the truly 
needy. The Administration’s insistence on 
this fundamental principle has meant that 
programs benefiting millions of truly 
needy beneficiaries have not been affected 
by the spending control effort. These pro- 
grams include social insurance benefits for 
the elderly, basic unemployment benefits, 
cash benefits for the chronically poor, and 
society’s obligations to veterans. 

The selection of specific reductions has 
been a difficult task involving th entire 
Administration as well as much consulta- 
tion with representatives of business, 
labor, agriculture, minority groups, and 
State and local governments. 

The spending reduction plan will shift 
Federal budget priorities so that Federal 
resources are spent for purposes that are 
truly the responsibility of the national gov- 
ernment. As the table below indicates, our 
budget plans reflect the increased impor- 
tance attached to national defense, main- 
tain the Federal Government’s support 
for the truly needy, and fulfill our respon- 
sibilities for interest payments on the na- 
tional debt. The spending reductions will 
restrain Federal involvement in areas that 
are properly left to State and local gov- 
ernments or to the private sector. 

Carrying out this program of budget 
restraint will also halt and begin to reverse 
the tendency of government to take an 
ever-larger share of our ecOnomic re- 
sources. From a hich of 23 percent of the 
gross national product (GNP) in fiscal 
1981, Federal outlays are now scheduled 
to decline to 21.8 percent in fiscal 1982 
and to reach approximately 19 percent be- 
ginning in 1984. 
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In conjunction with the tax program 
that is being proposed, the present exces- 
sively high deficit in the budget will be re- 
duced and, in a few years, eliminated. Be- 
cause of the legacy of fiscal commitments 


that were inherited by this Administration, 
balancing the budget will require tough 
action over several years. 


From a deficit of $59.6 billion in 1980— 
and of a similar deficit this year if past 
policies had continued—Federal expendi- 
tures are now estimated to exceed revenues 
by $45.0 billion in 1982, and $23.0 billion 
in 1983. By fiscal 1984—under the policy 
recommendations presented in this docu- 
ment—the Federal budget should be in 
balance. And that will not be a one-time 
occurrence. As shown in the table below, 
the Federal budget will actually generate a 
surplus in 1985 and 1986, for the first time 
since 1969. 


FEDERAL REVENUES AND OUTLAYS 


[IN BILLIONS OF DOLLARS] 





Deficit (— ) or 


Revenues Outlays surplus (+ ) 





600. 2 654. 
650. 5 695. 
710. 1 733. 
772. 1 771. 
851.0 844. 
942. 1 912. 


—54.5 
—45. 0 
—23.0 
+0. 5 
+7.0 
+30. 0 
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THE FEDERAL BUDGET AND THE ECONOMY 


The rewards that the economy will reap 
with enactment of the spending control 
plan are many and substantial. In the past, 
excessive deficit spending has been a ma- 
jor contributor to the initiation and per- 
sistence of inflation. Not only have Federal 
budget deficits at times of expanding pri- 
vate sector activity fueled inflationary 
pressures, but government’s tendency to 
stop fighting inflation with the first signs of 
a slackening economy has persuaded firms 
and workers that they need not fear pric- 
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ing themselves out of business with infla- 
tionary wage and price increases. With the 
plans for controlling government spend- 
ing, the Federal budget will become a 
weapon against inflation, rather than one 
of its major causes. 

During the decade of the 1970s, the 
Federal budget was in deficit every year. 
In 1970 the deficit was a relatively modest 
$2.8 billion; in 1980 it was nearly $60 
billion. Outlays soared by almost 200 per- 
cent. When this Administration began, the 
prospect was for a continuation of these 
alarming trends. 





Fiscal year 


(In billions of dollars) 


Receipts Outlays Deficit (—) 





193. 
188. 
208. 
232. 
264. 


196. 
211. 
232. 
247. 
269. 
326. 
366. 
402. 
450. 
493. 
579. 


—2.8 
— 23. 
— 23. 
— 14. 

—4, 
—45. 
— 66. 
—44. 
— 48. 
—27. 
—59. 


7 
4 
6 
2 
9 
.0 
. 0 
.8 
.0 
9 
. 0 
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Many of the program reductions that 
are being proposed will contribute to a 
more efficient use of resources in the econ- 
omy and thereby higher levels of produc- 
tion and income. No longer will the aver- 
age American taxpayer be asked to con- 
tribute to programs that further narrow 
private interests rather than the general 
public interest. In many cases, such serv- 
ices are more appropriately paid for with 
user charges. By consolidating a variety of 
categorical grant programs into a few 
block grant programs, the resources spent 
will provide greater benefits because the 
levels of government closer to the people 
can better recognize their needs than can 
Washington. And by reducing Federal 
deficits and off-budget Federal financing 
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we will ensure that Federal borrowing re- 
quirements do not crowd more productive 
private activities out of the market. 

The budget that is being proposed will 
restore the Federal Government to its 
proper role in American society. It will 
contribute to the health of the economy, 
the strength of our military, and the pro- 
tection of the less fortunate members of 
society who need the compassion of the 
government for their support. Many spe- 
cial interests who had found it easier to 
look to the Federal Government for sup- 
port than to the competitive market will 
be disappointed by this budget, but the 
average worker and businessman, the 
backbone of our Nation, will find that 
their interests are better served. 
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IV. Repucinc Tax BuRDENS 


An integral part of the comprehensive 
economic program is a set of tax proposals 
to improve the after-tax, after-inflation 
rewards to work, saving, and investment. 
Inflation inevitably increases the burden 
of taxes on individuals by pushing them 
into higher and higher marginal rates. In 
businesses, inflation makes the purchase of 
new equipment progressively more diffi- 
cult by reducing the amount of cash flow 
available for capital investment. The tax 
package addresses both of these problems. 


TAX RELIEF FOR INDIVIDUALS 


Any increase in nominal income moves 
taxpayers into higher tax brackets, 
whether the increase is real or merely an 
adjustment for higher costs of living. As 
a consequence, taxes rise faster than in- 
flation, raising average tax rates and tax 
burdens. In fact, every 10 percent increase 
in income—real or nominal—produces 
about a 15 percent increase in Federal 
personal income tax receipts. An average 
family requiring a $1,500 cost-of-living in- 
crease to maintain its standard of living 
must have $1,900 in wage increases to 
keep even after taxes. 

Individual tax liabilities rose from 9.2 
percent of personal income in 1965 to 11.6 
percent last year. The average tax burden 
would have risen far more had not much 
of the inflation-related tax increases been 
offset by periodic tax cuts. Marginal tax 
rates, however, have been allowed to rise 
sharply for most taxpayers. In 1965, 6 
percent of all taxpayers faced marginal 
rates of 25 percent or more. Today nearly 
one of every three taxpayers is in at least 
the 25 percent bracket. 

As taxpayers move into higher brackets, 
incentives to work, save, and invest are 
reduced since each addition to income 
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yields less after taxes than before. In the 
late 1960s and the early 1970s, Americans 
saved between 7 to 9 percent of personal 
disposable income. In 1979 and 1980, the 
saving rate was between 5 to 6 percent. 
The combination of inflation and higher 
marginal tax rates is undoubtedly a major 
factor in the lower personal saving rate. 

To correct these problems and to im- 
prove the after-tax return from work and 
from saving, the President is asking the 
Congress to reduce the marginal tax rates 
for individuals across the board by 10 per- 
cent per year for the next 3 years starting 
July 1, 1981. This would reduce rates in 
stages from a range of 14 to 70 percent to 
a range of 10 to 50 percent effective Jan- 
uary 1, 1984. These rate reductions will 
contribute materially above those which 
would be attained under present laws. At 
these higher income levels, the reductions 
in Federal tax revenues, compared with 
those which would be obtained under 
present law, are $6.4 billion in fiscal 1981, 
$44.2 billion in fiscal 1982, and rise to 
$162.4 billion in fiscal 1986. 

The effect of these tax cuts on a 4-per- 
son family whose 1980 income is $25,000 
would be a $153 tax reduction this year, 
and a $809 tax reduction for 1984, assum- 
ing no increase in income. If the family’s 
nominal earnings rise to $30,300 in 1984, 
their tax reduction would be $1,112 in 
that year. 

The Administration’s proposals will 
bring down average individual tax receipts 
to 10.8 percent of personal income in 
1984, still 1.6 percentage points above 
where it was in 1965. Without these mar- 
ginal tax rate cuts, however, individual 
taxes would rise to 14.7 percent of per- 
sonal income by 1984. Failure to enact 
these proposals is thus tantamount to im- 
posing a tax increase on the average 
American taxpayer. 
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TAX INCENTIVES FOR INVESTMENT 


Since the late 1960s the rate of net capi- 
tal formation (excluding spending man- 
dated to meet environmental standards) 
has fallen substantially. For the 5 years 
ending in 1979, increases in real net busi- 
ness fixed capital averaged just over 2 per- 
cent of the Nation’s real net national 
product, or one-half the rate for the latter 
part of the 1960s. 

One of the major tasks facing the U.S. 
economy in the 1980s is to reverse these 
trends and to promote more capital in- 
vestment. To combat the decline in pro- 
ductivity growth, to hasten the replace- 
ment of energy-inefficient machines and 
equipment, to comply with government 
mandates that do not enhance production, 
we must increase the share of our Nation’s 
resources going to investment. Both im- 
provements in productivity and increases 
in productive jobs will come from ex- 
panded investment. 

Inflation and an outdated capital 
equipment depreciation system have com- 
bined to lower the after-tax real rate of 
return on capital investments by business. 
High inflation causes a large discrepancy 
between the historic and the current re- 
placement costs of physical assets of busi- 
ness. Thus, corporate financial records, 
utilizing historic costs and current dollar 
sales figures, significantly overstate nomi- 
nal profits and understate true economic 
costs. 

In 1980 alone, the replacement cost of 
inventories exceeded by over $43 billion 
the cost of the inventories claimed for tax 
purposes. Depreciation charges based on 
historical cost fell short of the replace- 
ment cost of capital assets consumed by 
another $17 billion. These arose from a 
failure to record inventory and capital 
assets at their true replacement cost. 


On an inflation adjusted basis, many 
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firms are now paying out more than their 
real income in the form of taxes and divi- 
dends. The result is that real investment 
in equipment, maintenance, moderniza- 
tion, and new technology is falling further 
behind the needs of our economy. Clearly, 
present incentives for business capital for- 
mation are inadequate. 

As a consequence, the President is ask- 
ing the Congress to provide for an accel- 
erated cost recovery system for machinery 
and equipment and certain structures ac- 
cording to the following classes: 

¢ Ten years on an accelerated write-off 

schedule for long-lived public utility 
property (with a 10 percent invest- 
ment credit) and factories, stores, 
and warehouses used by their owners 
(no investment credit, consistent with 
present law). 


¢ Five years on an accelerated write- 
off schedule (plus 10 percent invest- 
ment credit) for all other machinery 
and equipment except long-lived 
utility property. 

¢ Three years on an accelerated write- 

off schedule (plus 6 percent invest- 
ment credit) for autos and light 
trucks and capital costs for research 
and development. 

In addition, audit-proof recovery pe- 
riods would be established for other de- 
preciable real estate: 

¢ Fifteen years straight line (and no 

investment credit) for other nonresi- 
dential buildings and low-income 
housing. 

¢ Eighteen years straight line (and no 

investment credit) for other rental 
residential structures. 


A 5-year phase-in of the accelerated 
recovery rates for the 5-year and 10-year 
classes is proposed, but the effective date 
would be January 1, 1981, so that no 
pending investment plans are deferred in 
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anticipation of the new system. These tax 
changes will make important contributions 
to raising economic activity above the 
levels of which would be attained under 
present laws. At this higher income, Fed- 


Feb. 18 


eral tax revenues would be less than those 
which would be obtained under present 
law, by $2.5 billion in fiscal 1981, $9.7 
billion in fiscal 1982, and $59.3 billion in 
fiscal 1986. 


Drrect Revenue Errects or Proposep Tax REDUCTIONS 


[IN BILLIONS OF DOLLARS] 





(Fiscal years) 


1983 1984 1985 1986 





Individual: 
30 Percent phased rate 
reduction 
Business: 
Accelerated cost recov- 
ery system after inter- 
action with individual 


tax —2.5 


—9.7 


—81.4 —118.1 —141.5 -—162.4 


— 18.6 — 30. 0 —4#4. 2 —59. 3 





Total —8.8 


—53.9 


—100.0 —148.1 —185.7 —221.7 





These changes will simplify accounting 
procedures and raise after-tax profits of 
businesses. For example, a manufacturer 
of glass products that buys new machin- 


ery for $100,000 in 1982 will, as a result 
of these new cost recovery allowances, 
reduce its tax liability by $1,798 in that 


year, $2,517 in 1983, and additional 
amounts in later years. 


The basic differences between the pres- 
ent accelerated depreciation law and 
proposed accelerated capital cost recov- 
ery system are shown in the following 
chart: 


PRESENT LAW DEPRECIATION AND ACCELERATED Cost RECOVERY SysTEM 


COMPARISON OF MAJOR FEATURES 





Item 


Present law depreciation 


Accelerated cost recovery system 





General applicability 


Recovery periods: 
Tangible personal prop- 
erty 


Real estate 


Option of “facts and circum- 
stances” or guidelines (ADR). 


Guidelines allow 21¢ to 50 years 
depending on asset type or 
activity, with optional 20 per- 
cent variance for each. 


Determined by facts and circum- 
stances or by guidelines rang- 
ing from 25 to 60 years 
depending on the type of 
building. 


Mandatory. 


3 years (autos, light trucks, and 
machinery and equipment used 
for research and development), 
5 years (most machinery and 
equipment), or 10 years (long- 
lived public utility property). 


10 years for owner-occupied fac- 
tories, stores, and warehouses; 
15 years for other nonresiden- 
tial and for low-income housing ; 
18 years for other residential. 
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PrEsENT LAW DEPRECIATION AND ACCELERATED Cost Recovery SystemM—Continued 


COMPARISON OF MAJOR FEATURES 





Item 


Present law depreciation 


Accelerated cost recovery system 





Recovery method: 
Tangible personal prop- 
erty 


Real estate 


Recapture provisions: 
Tangible personal prop- 
erty 


Real estate 


Asset accounting: 
General 


First year 


Investment tax credit 


Carryovers 


Timing of eligibility 


Straight line; or for new prop- 
erty, taxpayer may elect de- 
clining balance up to 200 per- 
cent, or sum-of-years digits. 


Same for new residential; up to 
150 percent declining balance 
for new, nonresidential; up to 
125 percent declining balance 
for used residential; straight 
line for used nonresidential. 


Ordinary income recapture up 
to prior allowances (section 
1245). 


Ordinary income recapture up 
to excess over straight line 
(section 1250). 


Vintage accounting. 


Ratably, or choice of conventions. 


3% percent for machinery and 
equipment written-off or held 
for 3-5 years, 634 percent for 
5-7 years, 10 percent if longer. 


Choice of 20 percent shorter or 
longer lives; straight line or 
accelerated methods, where 
allowed. Deductions may add 
to net operating loss which 
can be carried over 7 years. 


When placed in service. 


Accelerated write-off built into 


tables. 


Same for 10-year 


property. 
Straight line for other. 


Ordinary income recapture up to 
prior allowances (section 1245). 


Same for 10-year real property. 
No recapture for others. 


Vintage accounting. 


Half-year convention built into 
tables. 


6 percent for 3-year class and 10 
percent for 5-year and 10-year 
eligible property. 


Extends net operating loss and 
investment credit carryover pe- 
riod from 7 to 10 years. 


When placed in service, or for 
property with at least a 2 
year construction period, as 
acquired. 





V. ProvipInG REGULATORY RELIEF 


The rapid growth in Federal regulation 
has retarded economic growth and con- 
tributed to inflationary pressures. While 
there is widespread agreement on the 
legitimate role of government in protect- 
ing the environment, promoting health 
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and safety, safeguarding workers and 
consumers, and guaranteeing equal oppor- 
tunity, there is also growing realization 
that excessive regulation is a very signifi- 
cant factor in our current economic 
difficulties. 

The costs of regulation arise in several 
ways. First, there are the outlays for the 
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Federal bureaucracy which administers 
and enforces the regulations. Second, there 
are the costs to business, nonprofit institu- 
tions, and State and local governments of 
complying with regulations. Finally, there 
are the longer run and indirect effects of 
regulation on economic growth and pro- 
ductivity. 

The most readily identifiable of te costs 
are the administrative outlays of the regu- 
latory agencies, since they appear in the 
Federal budget. These costs are passed on 
to individuals and businesses directly in 
the form of higher Federal taxes. Much 
larger than the administrative expenses 
are the costs of compliance, which add 
$100 billion per year to the costs of the 
goods and services we buy. The most im- 
portant effects of regulation, however, are 
the adverse impacts on economic growth. 
These arise because regulations may dis- 
courage innovative research and develop- 
ment, reduce investment in new plant and 
equipment, raise unemployment by in- 
creasing labor costs, and reduce competi- 
tion. Taken together, these longer run 
effects contribute significantly to our cur- 
rent economic dilemma of high unem- 
ployment and inflation. 

In many cases the costs of regulation 
can be substantially reduced without sig- 
nificantly affecting worthwhile regulatory 
goals. Unnecessarily stringent rules, intru- 
sive means of enforcement, extensive re- 
porting and recordkeeping requirements, 
and other regulatory excesses are all too 
common. 
this Administration’s _ first 
month in office, five major steps have been 
taken to address the problem of excessive 
and inefficient regulation. Specifically, we 
have: 

¢ Established a Task Force on Regula- 

tory Relief chaired by Vice President 
George Bush, 


During 
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¢ Abolished the Council on Wage and 
Price Stability’s ineffective program 
to control wage and price increases, 

* Postponed the effective dates of 
pending regulations until the end of 
March, 

* Issued an Executive order to 
strengthen Presidential oversight of 
the regulatory process, and 

* Accelerated the decontrol of domestic 


oil. 


PRESIDENTIAL TASK FORCE ON 
REGULATORY RELIEF 


Previous efforts to manage the pro- 
liferation of Federal regulation failed to 
establish central regulatory oversight at 
the highest level. On January 22, the 
President announced the creation of a 
Task Force on Regulatory Relief to be 
chaired by the Vice President. The mem- 
bership is to include the Secretary of the 
Treasury, the Attorney General, the Sec- 
retary of Commerce, the Secretary of 
Labor, the Director of the Office of Man- 
agement and Budget, the Assistant to the 
President for Policy Development, and the 
Chairman of the Council of Economic 
Advisers. 

The Task Force’s charter is to: 

¢ Review major regulatory proposals 
by executive branch agencies, espe- 
cially those that appear to have major 
policy significance or involve overlap- 
ping jurisdiction among agencies. 
Assess executive branch regulations 
already on the books, concentrating 
on those that are particularly burden- 
some to the national economy or to 
key industrial sectors. 

* Oversee the development of legisla- 
tive proposals designed to balance 
and coordinate the roles and objec- 
tives of regulatory agencies. 
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TERMINATION OF CWPS’S WAGE-PRICE 
STANDARDS PROGRAM 


The Council on Wage and Price Stabil- 
ity (CWPS) was created in 1974, and like 
many government agencies, rapidly grew 
in size and scope. But the CWPS program 
of wage-price standards proved to be to- 
tally ineffective in halting the rising rate of 
inflation. 

On January 29, the President rescinded 
the CWPS’s wage-price standards pro- 
gram. As a result, taxpayers will save 
about $1.5 million, employment in the 
Executive Office of the President will de- 
cline by about 135 people, and Federal 
requirements that businesses submit vo- 
luminous reports will end. 


POSTPONING PENDING REGULATIONS 


On January 29, the President also sent a 
memorandum to cabinet officers and the 
head of the Environmental Protection 
Agency (EPA), requesting that, to the ex- 
tent permitted by law, they postpone the 
effective dates of those regulations that 


would have become effective before 
March 29 and that they refrain from issu- 
ing any new final regulations during this 
60-day period. 

This suspension of new regulations has 
three purposes: First, it allows the new 
Administration to review the “midnight” 
regulations issued during the last days of 
the previous Administration to assure that 
they are cost-effective. Second, the Ad- 
ministration’s appointees now can be- 
come familiar with the details of the vari- 
ous programs for which they are responsi- 
ble before the regulations become final. 
Lastly, the suspension allows time for the 
Administration, through the Presidential 
Task Force, to develop improved proce- 
dures for management and oversight of 
the regulatory process. 
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THE EXECUTIVE ORDER ON FEDERAL 
REGULATION 


The President has signed a new Execu- 
tive order designed to improve manage- 
ment of the Federal regulatory process. It 
provides reassurance to the American peo- 
ple of the government's ability to control 
its regulatory activities. The Office of 
Management and Budget is charged with 
administering the new order, subject to 
the overall direction of the Presidential 
Task Force on Regulatory Relief. 

The order emphasizes that regulatory 
decisions should be based on adequate 
information. Actions should not be under- 
taken unless the potential benefits to so- 
ciety outweigh the potential costs, and 
regulatory priorities should be set on the 
basis of net benefits to society. The order 
requires agencies to determine the most 
cost-effective approach for meeting any 
given regulatory objective, taking into ac- 
count such factors as the economic condi- 
tion of industry, the national economy, 
and other prospective regulations. 

As part of the development of any im- 
portant regulation, the order also requires 
that each agency prepare a Regulatory 
Impact Analysis to evaluate potential 
benefits and costs. The Task Force will 
oversee this process ; OMB will make com- 
ments on regulatory analyses, help deter- 
mine which new and existing regulations 
should be reviewed, and direct the publi- 
cation of semiannual agendas of the regu- 
lations that agencies plan to issue or 
review. 


DECONTROLLING DOMESTIC OIL PRICES 


The President has also ordered the im- 
mediate decontrol of domestic oil prices, 
instead of waiting until October as orig- 
inally scheduled. This has eliminated a 
large Federal bureaucracy which admin- 
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istered a cumbersome and inefficient sys- 
tem of regulations that served to stifle 
domestic oil production, increase our de- 
pendence on foreign oil, and discourage 
conservation. 


INTEGRATING THE GOALS OF REGULATORY 
RELIEF WITH PAPERWORK REDUCTION 


Our program to reduce regulatory bur- 
dens will dovetail with the efforts under 
the Paperwork Reduction Act of 1980. 
Lamentably, present regulations will re- 
quire Americans to spend over 1.2 billion 
hours filling out government forms during 
1981. This is equivalent to the annual 
labor input for the entire steel industry. 

The Congress responded to the need 
for consistent management of Federal pa- 
perwork and regulatory issues by passing 
the Paperwork Reduction Act of 1980. 
The act creates an Office of Information 
and Regulatory Affairs within OMB with 
the power to review Federal regulations 
that contain a recordkeeping or reporting 
requirement and directs this agency to 


reduce the paperwork burden by 15 
percent. 


FUTURE TARGETS FOR REGULATORY REVIEW 


The program of regulatory relief is just 
getting under way. Future regulatory re- 
form efforts will be directed not only at 
proposed regulations, but also at existing 
regulations and regulatory statutes that 
are particularly burdensome. This process 
has already begun: in the first month of 
the Administration several cabinet de- 
partments and agencies—on their own 
initiative and in coordination with the 
Task Force—have taken action on par- 
ticularly controversial rules. For example, 
rules mandating extensive bilingual edu- 
cation programs, passive restraints in large 
cars, the labeling of chemicals in the 
workplace, controls on garbage truck 
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noise, and increased overtime payments 
for executives have been withdrawn or 
postponed. The actions taken already are 
expected to save the American public and 
industry almost $1 billion annually. The 
Administration will be reviewing a host 
of other regulations in the near future. 


LEGISLATIVE CHANGES 


Not all of our regulatory problems can 
be resolved satisfactorily through more 
effective regulatory management and de- 
cisionmaking. Existing regulatory statutes 
too often preclude effective regulatory 
decisions. Many of the statutes are con- 
flicting, overlapping, or inconsistent. Some 
force agencies to promulgate regulations 
while giving them little discretion to take 
into account changing conditions or new 
information. Other statutes give agencies 
extremely broad discretion, which they 
have sometimes exercised unwisely. 

The Administration will examine all 
legislation that serves as the foundation 
for major regulatory programs. This 
omnibus review, spearheaded by the 
Presidential Task Force on Regulatory 
Relief, will result in recommendations to 
reform these statutes. The Task Force will 
initially concentrate its efforts on those 
laws scheduled for Congressional over- 
sight or reauthorization, such as the Clean 
Air Act. 


VI. ContrroLitinc Money AND CREDIT 


Monetary policy is the responsibility of 
the Federal Reserve System, an independ- 
ent agency within the structure of the gov- 
ernment. The Administration will do 
nothing to undermine that independence. 
At the same time, the success in reducing 
inflation, increasing real income, and re- 
ducing unemployment will depend on ef- 
fective interaction of monetary policy with 
other aspects of economic policy. 
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To achieve the goals of the Administra- 
tion’s economic program, consistent mone- 
tary policy must be applied. Thus, it is ex- 
pected that the rate of money and credit 
growth will be brought down to levels 
consistent with noninflationary expansion 
of the economy. 

If monetary policy is too expansive, 
then inflation during the years ahead will 
continue to accelerate and the Adminis- 
tration’s economic program will be under- 
mined. Inflationary psychology will in- 
tensify. Wages, prices, and interest rates 
will reflect the belief that inflation—and 
the destructive effects of inflation—will 
continue. 

By contrast, if monetary policy is unduly 
restrictive, a different set of problems 
arises, unnecessarily aggravating recession 
and unemployment. At times in the 
past, abruptly restrictive policies have 
prompted excessive reactions toward 
short-term monetary ease. As a result, fre- 
quent policy changes can send confusing 
signals, and the additional uncertainty 
undermines long-term investment deci- 
sions and economic growth. 

With money and credit growth under- 
going steady, gradual reduction over a pe- 
riod of years, it will be possible to reduce 
inflation substantially and permanently. 
In this regard, the Administration sup- 
ports the announced objective of the Fed- 
eral Reserve to continue to seek gradual 
reduction in the growth of money and 
credit aggregates during the years ahead. 
Looking back, it seems clear that if a 
policy of this kind had been successfully 
followed in the past, inflation today would 
be substantially lower and would not ap- 
pear to be so intractable. 

Until recently, the Federal Reserve had 
attempted to control money growth by 
setting targets for interest rates, particu- 
larly the rate on Federal funds. Experi- 
ence here and abroad has shown re- 
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peatedly that this interest rate manage- 
ment approach is not sufficient to achieve 
reliable control. Mistakes in predicting 
movements in economic activity or tend- 
encies on the part of policymakers to avoid 
large interest rate fluctuations can lead to 
undesirable gyrations in the rate of money 
growth. 

Under new procedures the Federal 
Reserve adopted in October 1979, the 
Federal Reserve sets targets for growth of 
reserves considered to be consistent with 
the desired expansion in the monetary ag- 
gregates. Interest rates are allowed to vary 
over a much wider range in response to 
changes in the demand for money and 
credit. A number of factors—such as the 
introduction of credit controls and their 
subsequent removal and frequent shifts in 
announced fiscal policies—have contrib- 
uted to pronounced fluctuations in interest 
rates and monetary growth over the past 
year. At the same time, we need to learn 
from the experience with the new tech- 
niques and seek further improvements. 
The Federal Reserve has undertaken a 
study of last year’s experience. We look 
forward to the results and encourage 
them to make the changes that appear 
warranted. 

In that connection, success in meeting 
the targets that the Federal Reserve has 
set will itself increase confidence in the re- 
sults of policy. Otherwise, observers are 
likely to pay excessive attention to short- 
run changes in money growth and revise 
anticipations upward or downward un- 
necessarily. Without confidence in the 
long-term direction of policy, such short- 
run changes may lead to unwarranted but 
disturbing gyrations in credit, interest 
rates, commodity prices, and other sensi- 
tive indicators of inflation and economic 
growth. 

Better monetary control is not consistent 
with the management of interest rates in 
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the short run. But, with monetary policy 
focusing on long-term objectives, the re- 
sultant restraint on money and credit 
growth would interact with the tax and 
expenditure proposals to lower inflation as 
well as interest rates. 

The Administration will confer regu- 
larly with the Federal Reserve Board on 
all aspects of our economic program. The 
policies that are proposed in the program 
will help to advance the efforts of the in- 
dependent Federal Reserve System. In 
particular, the substantial reductions of 
the Federal Government’s deficit financ- 
ing and the achievement of a balanced 
budget in 1984 and the years that follow 
should enable the Federal Reserve System 
to reduce dramatically the growth in the 
money supply. 

To that end, the economic scenario as- 
sumes that the growth rates of money and 
credit are steadily reduced from the 1980 
levels to one-half those levels by 1986. 


With the Federal Reserve gradually but 
persistently reducing the growth of money. 
inflation should decline at least as fast as 
anticipated. Moreover, if monetary 
growth rates are restrained, then inflation- 
ary expectations will decline. And since 
interest rate movements are largely a mir- 
ror of price expectations, reduction in one 
will produce reduction in the other. 


VII. A New BEcINNING FOR THE 
EconoMy 


This plan for national recovery repre- 
sents a substantial break with past policy. 
The new policy is based on the premise 
that the people who make up the econ- 


omy—workers, managers, savers, in- 
vestors, buyers, and sellers—do not need 
the government to make reasoned and in- 
telligent decisions about how best to or- 
ganize and run their own lives. They con- 
tinually adapt to best fit the current 
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environment. The most appropriate role 
for government economic policy is to pro- 
vide a stable and unfettered environment 
in which private individuals can confi- 
dently plan and make appropriate deci- 
sions. The new recovery plan is designed 
to bring to all aspects of government pol- 
icy a greater sense of purpose and 
consistency. 

Central to the new policy is the view 
that expectations play an important role 
in determining economic activity, infla- 
tion, and interest rates. Decisions to work, 
save, spend, and invest depend crucially on 
expectations regarding future government 
policies. Establishing an environment 
which ensures efficient and stable incen- 
tives for work, saving, and investment now 
and in the future is the cornerstone of the 
recovery plan. 


Personal tax reductions will allow peo- 
ple to keep more of what they earn, pro- 
viding increased incentives for work and 
saving. Business tax reductions will pro- 
vide increased incentives for capital ex- 
pansion, resulting in increased productiv- 
ity for workers, Spending reductions and 
elimination of unneeded regulation will 
return control over resources to the private 
sector where incentives to economize are 
strongest. Stable monetary policy, com- 
bined with expanding productive capacity, 
will bring about a reduction of the infla- 
tion rate. 

Inflation control is best achieved with a 
two-edged policy designed both to limit 
the rate of increase in the money stock and 
to increase the productive capacity of the 
economy. Neither policy can be expected 
to achieve adequate results alone. 

A stable monetary policy, gradually 
slowing growth rates of money and credit 
along a preannounced and predictable 
path, will lead to reductions in inflation. 
At the same time, the effects of supply- 
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oriented tax and regulatory changes on 
work incentives, expansion and improve- 
ment of the capital stock, and improved 
productivity will boost output and create 
a “buyers’ market” for goods and services. 

As a result of the policies set forth here, 
our economy’s productive capacity is ex- 
pected to grow significantly faster than 
could be achieved with a continuation of 
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past policies. Specifically, real economic 
activity is projected to recover from the 
1980-81 period of weakness and move to 
a 4 to 5 percent annual growth path 
through 1986, as shown in the table below. 
Concurrently, the general rate of inflation 
is expected to decline steadily to less than 
5 percent annually by 1986 from the cur- 
rent 10 percent plus rate. 


Economic ASSUMPTIONS 





1981 


1982 


(calendar years) 


1983 1984 1985 





Nominal gross national prod- 
uct (billions) 1 
(Percent change)....... 11. 
Real gros: national product 
(billions. 1972 dollars) 
(Percent change)....... 
Implicit price deflator 
(Percent change)....... 
Consumér Price Index,* 
1967 
(Percent change)....... 
Unemployment rate (Per- 


0 $3, 293 
12 


1, 560. 
4. 


211. 


8. 


297. 
8.3 


7. 


$4, 098. 
10. 


$4, 500.0 $4,918 


$3, 700. 
A 9.8 


1, 85 
6 


1, 7h. 
4. 
240. 
6. 


.0 
9. 3 
8. 0 
4.2 
5. 0 
4.9 
.0 
+2 
.6 


0 

4 

0 
. 0 
.0 
7.0 

0 36 

2 

6 


3 
4 
5. 





* CPI for urban wage earners and clerical workers (CPI-W). 


In contrast to the inflationary demand- 
led booms of the 1970s, the most signifi- 
cant growth of economic activity will 
occur in the supply side of the economy. 
Not only will a steady expansion in busi- 
ness fixed investment allow our economy 
to grow without fear of capacity-induced 
inflation pressures, but it will also increase 
productivity and reduce the growth of 
production costs by incorporating new and 
more high-efficient plants, machinery, and 
technology into our manufacturing base. 
The result will be revitalized growth in the 
real incomes and standards of living of 
our citizens and significantly reduced 
inflationary pressures. As our economy 
responds to a new era of economic policy, 
unemployment will be significantly re- 


duced. 
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The Administration’s plan for national 
recovery will take a large step toward 
improving the international economic en- 
vironment by repairing domestic condi- 
tions. Improving expectations and slowing 
inflation will enhance the dollar as an 
international store of value and contribute 
to greater stability in international finan- 
cial markets. As interest rates come down 
and faster U.S. growth contributes to ris- 
ing world trade, economic expansion in 
other countries will also accelerate. This 
Administration will work closely with the 
other major industrial countries to pro- 
mote consistency in economic objectives 
and policies so as to speed a return to non- 
inflationary growth in the world economy. 
Finally, rising U.S. productivity will en- 
hance our ability to compete with other 
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countries in world markets, easing pro- 
tectionist pressures at home and _ thus 
strengthening our ability to press other 
countries to reduce their trade barriers 
and export subsidies. 

The economic assumptions contained 
in this message may seem optimistic to 
some observers. Indeed they do represent 
a dramatic departure from the trends of 
recent years—but so do the proposed poli- 
cies. In fact, if each portion of this com- 
prehensive economic program is put in 
place—quickly and completely—the eco- 
nomic environment could improve even 
more rapidly than envisioned in these 
assumptions. 

But, if the program is accepted piece- 
meal—if only those aspects that are polit- 
ically palatable are adopted—then this 
economic policy will be no more than a 
repeat of what has been tried before. And 
we already know the results of the stop- 
and-go policies of the past. 

Indeed, if we as a Nation do not take 
the bold new policy initiatives proposed in 
this program, we will face a continuation 
and a worsening of the trends that have 
developed in the last two decades. We 
have a rare opportunity to reverse these 
trends: to stimulate growth, productivity, 
and employment at the same time that we 
move toward the elimination of inflation. 
NOTE: The report is printed in the document 
entitled “America’s New Beginning: A Pro- 
gram for Economic Recovery—February 18, 
1981.” As printed above, the item does not 


include the illustrative charts which are in- 
cluded as part of the report. 


Department of State 


Nomination of Ernest W. Lefever To Be an 
Assistant Secretary (Human Rights and 


Humanitarian Affairs). 


February 20, 1981 


The President announced today his in- 
tention to nominate Ernest W. Lefever 


Feb. 20 


to be an Assistant Secretary of State (Hu- 
man Rights and Humanitarian Affairs) . 

Dr. Lefever was president of the Eth- 
ics and Public Policy Center, which he 
founded in 1976 at Georgetown Univer- 
sity, which became independent in 1980. 
He is a professorial lecturer in the depart- 
ment of government and a faculty associ- 
ate of the Center for Strategic and Inter- 
national Studies, both of Georgetown 
University. 

From 1964 to 1976, Dr. Lefever was on 
the senior foreign policy studies staff of 
the Brookings Institution. His most re- 
cent Brookings book, “Nuclear Arms in 
the Third World,” was published in 1979. 

He was a member of the Values Edu- 
cation Commission of the State of Mary- 
land. 

He received an A.B. from Elizabeth- 
town College and a B.D. and Ph. D. from 
Yale University. Dr. Lefever is a member 
of the International Institute for Strate- 
gic Studies (London), the Washington 
Institute of Foreign Affairs, and the Johns 
Hopkins University Society of Scholars. 
He serves on the editorial boards of 
World Affairs and Policy Review. 

Dr. Lefever has written, edited, or co- 
authored 14 books and has written for 
many American journals and _ news- 
papers. 

He has done research at the Johns 
Hopkins School of Advanced Interna- 
tional Studies, taught political science at 
the University of Maryland and Ameri- 
can University, headed the Foreign Af- 
fairs Division of the Library of Congress, 
and was associated with the Washington 
Center of Foreign Policy Research. He 
has lectured at the National War College, 
the Army, Navy, and Air Force War Col- 
leges, the Japan Defense College, the 
Foreign Service Institute, and many uni- 
versities. 

Dr. Lefever has traveled widely in 
Europe, Asia, Africa, and Latin America. 
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He has visited and attended international 
conferences in many other countries. 

Born in York, Pa., on November 12, 
1919, Dr. Lefever is married and has two 
children. He resides with his family in 
Chevy Chase, Md. 


Department of Justice 


Nomination of Rudolph W. Giuliani To Be an 
Associate Attorney General. 
February 20, 1981 


The President today announced his in- 
tention to nominate Rudolph W. Giuliani 
to be an Associate Attorney General. 

Mr. Giuliani is a member of the New 
York law firm of Patterson, Belknap, 
Webb and Tyler. From 1975 to 1977, he 
served as Associate Deputy Attorney Gen- 
eral at the U.S. Department of Justice, 
and from 1970 to 1975, he served in the 
following capacities: assistant U.S. attor- 
ney for the Southern District of New York, 
executive assistant U.S. attorney, chief, 
narcotics section, and chief, special prose- 
cutions section. From 1968 to 1970, he 
served as a law clerk to Judge Lloyd F. 
McMahon, U.S. district judge in the 
Southern District of New York. 

Mr. Giuliani received his A.B. degree 
(magna cum laude) from Manhattan 
College and his J.D. degree (magna cum 
laude) from the New York University 
School of Law, where he was elected to 
the Order of the Coif. He was a guest 
lecturer at the Harvard Law School Trial 
\dvocacy Course (1975), a lecturer at 
New York County Lawyer’s Association 
Program on the Federal Rules of Evi- 
dence (1975) and lecturer at the Attor- 
ney General’s Advocacy Institute (sum- 
mer and winter sessions, 1974). 

In 1980, Mr. Giuliani published “The 
Potential Criminal Liability of a Profes- 
sional Tax Adviser” in the 38th Annual 
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New York University Institute on Federal 
Taxation. He was born on May 28, 1944, 
and resides in New York City. 


Department of Justice 


Nomination of Theodore Bevry Olson To Be 
an Assistant Attorney General (Legal 
Counsel). February 20, 1981 


The President announced today his in- 
tention to nominate Theodore Bevry Ol- 
son to be an Assistant Attorney General 
(Legal Counsel). 

Mr. Olson is a partner with the firm of 
Gibson, Dunn and Crutcher of Los An- 
geles, Calif. He joined the firm in 1965. 
Mr. Olson has extensive background in 
civil litigation including constitutional 
litigation for broadcasting and print me- 
dia clients. 

He was a delegate to the 1976 and 1980 
Republican National Conventions. 

Mr. Olson was graduated from the Uni- 
versity of the Pacific (B.A., 1962) and 
the University of California (L.L.B., 
1965). At law school he was a member of 
the California Law Review. He is a mem- 
ber of the Los Angeles County and 
American Bar Associations. He was a 
member of the California Commission on 
Uniform State Laws in 1972-74. 

Mr. Olson is married and has two chil- 
dren. He resides with his family in Palos 
Verdes Estates, Calif. Mr. Olson was born 
in Chicago, Ill., on September 11, 1940. 


Department of Justice 


Nomination of William Francis Baxter To Be 
an Assistant Attorney General (Antitrust 


Division). February 20, 1981 


The President announced today his in- 
tention to nominate William Francis Bax- 
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ter to be an Assistant Attorney General 
(Antitrust Division) . 

Mr. Baxter is a professor of law at Stan- 
ford University. He is a fellow at the Cen- 
ter for Advanced Study and Behavioral 
Sciences at Stanford. He has been at Stan- 
ford since 1960. 

In 1964-65 he was visiting professor of 
law at Yale University, New Haven, 
Conn. In 1958-60 Mr. Baxter was with 
Covington & Burlington of Washington, 
D.C. In 1956-58 he was a member of the 
faculty at Stanford University Law 
School. 

In 1968 Mr. Baxter was a member of 
the President’s Task Force on Antitrust 
Policy. 

Mr. Baxter was graduated from Stan- 
ford University (A.B., 1951; J.D., 1956). 
He is a resident of Atherton, Calif., and 
was born in New York, N.Y., on July 13, 
1929. 


Department of Justice 


Nomination of D. Lowell Jensen To Be an 
Assistant Attorney General (Criminal 
Division). February 20, 1981 


The President announced today his in- 
tention to nominate D. Lowell Jensen to 
be an Assistant Attorney General (Crimi- 
nal Division). 

Mr. Jensen has served as district attor- 
ney in Oakland, Calif., since 1969. He was 
an assistant district attorney in 1966-69 
and a deputy district attorney of Alameda 
County from 1955 to 1966. 

Mr. Jensen was admitted to practice 
law in California in 1953 and was ad- 
mitted to practice law in United States 
District Court in 1968. 

He is a lecturer, panelist, and instructor 
on criminal law to many colleges and uni- 
versities. He is assistant treasurer, Na- 
tional District Attorneys Association Com- 


Feb. 20 


mission on Victim / Witness Assistance. He 
is a member of the California Council on 
Criminal Justice and the sentencing prac- 
tices advisory committee of the Judicial 
Council. Mr. Jensen is on the National 
Crime Information Center Advisory 
Policy Board. 

Mr. Jensen served in the U.S. Army in 
1952-54. He was graduated from the Uni- 
versity of California, Berkeley, (A.B., 
1949) and the University of California 
School of Law, Boalt (L.L.B., 1952). 

He is married and has three children. 
He resides with his family in Castro Val- 
ley, Calif. Mr. Jensen was born in Brig- 
ham, Utah, on June 3, 1928. 


Small Business Administration 


Nomination of Michael Cardenas To Be 
Administrator. February 20, 1981 


The President announced today his in- 
tention to nominate Michael Cardenas 
to be Administrator of the Small Business 
Administration. 

Mr. Cardenas has been a partner with 
Fox & Co., a national CPA firm, since he 
merged in 1979 with his own firm, 
Michael Cardenas Accountancy Corp., 
which he started in 1967. In 1961-65 he 
was a staff accountant with Stoughton, 
DenHartog & Davidson and became a 
certified public accountant in 1965. 

Mr. Cardenas is a member of several 
CPA organizations. His participation in 
community services has included the re- 
gional advisory council of the Small Busi- 
ness Administration in the Fresno and 
San Francisco areas. He has also been a 
charter member of the Latin-American 
Businessmen’s Association where he was 
selected Man of the Year in 1979. Mr. 
Cardenas has been active in various Re- 
publican campaigns at the local, State, 
and national level since 1967. 
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Mr. Cardenas is married and has two 
children. He is 47 years old and resides in 
Fresno, Calif. 





Digest of Other 
White House Announcements 


The following listing includes the Presi- 
dent’s public schedule and other items of 
general interest announced by the White 
House Press Office and not included else- 
where in this issue. 

February 16 

The President returned to the White 
House from Camp David, Md. 

The President met with members of the 
White House staff in the Oval Office. 

The President and Mrs. Reagan dined 
with Speaker of the House and Mrs. 
Thomas P. O’Neill, Jr., in the Family 
Dining Room at the White House. 
February 17 

The President met with members of the 
White House staff and then received his 
national security briefing in the Oval 
Office. 

The President met at the White House 
with: 

Richard A. Viguerie and representa- 
tives of the following conservative 
coalition groups: Citizens for the Re- 
public; National Right to Work 
Committee; National Conservative 
Political Action Committee: 
Forum; the Conservative Caucus; 
National Rifle Association ; Commit- 
tee for the Survival of a Free Con- 
gress; Coalition for Peace Through 
Strength; National Pro-Life Political 
Action Committee; National 
Limitation Committee: 


Eagle 


Tax 
American 
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Legislative Exchange Council; Free 
Congress Foundation; Young Ameri- 
cans for Freedom; Human Events; 
Gun Owners of America; A.C.U. 
Educational and Research Institute; 
Citizens Committee for the Right 
to Keep and Bear Arms; Maupin, 
Taylor & Ellis; Life Amendment Po- 
litical Action Committee; Lincoln 
Institute; and Conservative Majority 
Committee; and members of the 
White House staff ; 

—Senator Bob Packwood of Oregon 
and Representative Guy Vander 
Jagt of Michigan, for lunch; 

—participants in National Patriotism 
Week; 

—Secretary of State Alexander M. 
Haig, Jr., Secretary of Agriculture 
John R. Block, and a group of Con- 
gressmen, to discuss the Soviet grain 
embargo; 
former State chairmen of the Rea- 
gan-Bush campaign. 

The White House announced that the 
President has decided, in light of the 
economic conditions, not to seek increases 
in Federal executive salaries. He directed 
David A. Stockman, Director of the Office 
of Management and Budget, to inform 
the Congress that the status of the econ- 
omy requires that efforts be concentrated 
on achieving substantial budget reduc- 
tions and that Federal executives, the 
Congress, and the judiciary should forgo 
salary increases at this time. 

February 18 

The President met with members of 
the White House staff and then received 
his national security briefing in the Oval 
Office. 

The President met at the White House 
with: 
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—the bipartisan congressional leader- 
ship; 

—a bipartisan group of congressional 
leaders to discuss the program for 
economic recovery ; 

—the National Security Council. 

In a joint announcement the Prime 
Minister of Canada announced that the 
President of the United States and Mrs. 
Reagan have accepted the invitation of 
the Governor General of Canada and 
Mrs. Schreyer to pay a state visit to 
Canada on March 10 and 11. 

February 19 

The President had breakfast with a 
group of newspaper and television news 
editors in the East Room at the White 
House. Also attending the breakfast were 
Secretary of the Treasury Donald T. 
Regan, Murray L. Weidenbaum, Chair- 
man-designate of the Council of Eco- 
nomic Advisers, and Mr, Stockman. 

The President left the White House for 
a visit to Rancho del Cielo, his ranch near 
Santa Barbara, Calif. 

February 20 

The White House announced that the 
President invited Prime Minister 
Zenko Suzuki of Japan to visit Washing- 
ton on May 7 and 8. The Prime Minister 
has accepted the invitation. Prime Minis- 
ter Suzuki will travel to other cities in the 


has 


United States in conjunction with this 
visit. 





NOMINATIONS SUBMITTED 
TO THE SENATE 


The following list does not include promo- 
tions of members of the Uniformed Services, 
nominations to the Service Academies, 01 
nominations of Foreign Service officers. 


NOMINATIONS—Continued 
Submitted February 19, 1981 


Cuar.tes M. LicHENsTEIN, of the District of 
Columbia, to be the Alternate Representa- 
tive of the United States of America for 
Special Political Affairs in the United Na- 
tions, with the rank of Ambassador. 





CHECKLIST OF WHITE HOUSE 
PRESS RELEASES 


The following listing contains releases of 
the White House Press Office which are not 
included in this issue. 


Released February 12, 1981 


News conference: on the White House Office 
for Legislative Affairs and the Nation’s 
economic situation—Max L. Friedersdorf, 
Assistant to the President for Legislative 
Affairs 


Released February 17, 1981 


Transcript: informal exchange at a meeting 
with conservative coalition group represent- 
atives 

News conference: on the Presidential Task 
Force on Regulatory Relief and Executive 
Order 12291, Federal regulation—by Vice 
President George Bush 


Released February 19, 1981 


Advance text: address before a joint session 
of the Congress on the program for economic 
recovery 

Summary fact sheet: 
recovery 

Fact sheet: the President’s initiatives to reduce 
regulatory burdens 


program for economic 





ACTS APPROVED BY 

THE PRESIDENT 

Approved February 17, 1981 

____.~Public Law 97-4 


An act to increase the membership of the 
Joint Committee on Printing. 


S. 272 
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Editor’s Note 


The President’s Trip to California 


The President was visiting his ranch in California on 
February 20. Releases and announcements issued during the 
trip, but not received by the Office of the Federal Register 
in time for inclusion in this week’s issue, will be printed next 


W eek. 
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